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Eleventh Annual Convention of the 
Investment Bankers Association 

of America 

October 9, 19£2 

OPENING SESSION 

The President: Mr. William Sproule, President of the Southern 
Pacific Company, found it impossible on account of an eleventh- 
hour caU on his time to be present. Mr. Paul Shoup has kindly 
consented to come down here to give us a short address of welcome. 
Mr. Shoup is first Vice President of the Southern Pacific Company, 
and I take pleasure in introducing him to you. [Applause.] 
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ADDRESS OF WELCOME 

Patjii Shoup 
^06 Frcdident. Southfem PMifio CompAny, San Fnnoisoo 

I bear a message of regret from my eloquent associate, Mr. 
William Sproule, whom we all miss this morning, and in addi- 
tion cany from him a word of welcome to California. I know 
how very sincerely he regretted and still regrets his inability to 
be with you today. He told me two or three weeks ago that he 
knew of no association of business men with whom he would rather 
foregather than the Investment Bankers Association of America; 
but, as it happened, as you say, an eleventh-hour question arose, 
something he could not dispose of very well except in a personal 
way and that made it impossible for him to be with you today. 

There b not very much, I think, that can be added in the way 
of words to what you have already experienced and observed as 
to a welcome from California. Words can at the best be only a 
faint echo of what you have already seen and in itself is but a 
promise and suggestion of that which is yet to come. Indeed, when 
I learned at the breakfast table this morning that the Bohemian 
Club intended to give you a dinner on Friday night and found the 
names of the Committee in charge of that dinner, I could only 
feel some sense of satisfaction that after all it came on Friday 
night in the hope that you would recover full consciousness by 
Monday morning. [Laughter — ^applause.] 

I am sure that every Calif omian who has any association with 
biLsiness matters must welcome the Investment Bankers Association 
of America to this, their Eleventh Annual Convention. It is very 
good of you, indeed, to come across the continent to hold your 
meeting in this garden spot. It is a long joiumey. It means that 
busy men must leave their business affairs, at a time when I know 
from my own experience that business needs attention, to take this 
long trip. We appreciate the compliment and we would like in 
our own way as far as we can to show you by showing you this 
State our appreciation of this compliment that you are paying us. 

I know how we in our line of business and in its associated 
activities feel about the investment bankers. We look upon them 
as our financial physicians to whom we go whenever we are in 
trouble, and we are in trouble a good deal of the time, for assistance 
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and advice. There is this difference between an investment banker 
as a physician and our ordinary medical counsellor in that the 
doctor, as we know him, can bury his dead, but the invest- 
ment banker cannot. Further, we are always expecting to pay 
our ordinary physicians, whereas in times of prosperity as invest- 
ors we come to you, expecting you to pay; and in times of adversity 
we come to you as creditors expecting you to sustain us and give us 
credit and carry us through our trouble. 

It is, I think, not to be wondered at when I say to you that the 
business community feels, that there is no single organization in 
the United States that we more gladly welcome to California than 
the Investment Bankers Association of America. [Applause.] 

We think we have a great deal to show you. This gratitude 
perhaps in some slight degree meets the definition of gratitude 
given by Senator Ingalls, that it is a lively sense of favors to come. 
But I think in this particular instance you can feel that our 
gratitude is more than that ; it is an appreciation of what you have 
done, it b a pride in the results that you have helped us accomplish. 
There was a time, way back in IS49, when people came to Califor- 
nia for the purpose of digging the gold out of its mountains, and 
taking it back into other countries for the purpose of developing 
those territories. That situation is now reversed. Through certain 
natural processes that I need not go into, it appears that all the 
gold in our country has come into your possession, and that you 
think so well of it that it is very carefully stowed away so we don't 
see it any more. But nevertheless, you now bring it back to us in 
one form or another, and are making use of it to develop the great 
State of California. We appreciate this confidence that you have 
in our State. We appreciate all the things that you have done and 
are doing in that direction to develop our country. 

Mr. Peirce suggested that I might say something about the 
State of California. He said this with some hesitancy. '"At the 
last Convention,** he said, 'Hhe speaker took about fifteen minutes 
to tell about his State. I know it will take fully two days to tell 
about California. So you had better be caref til about how you get 
started and even more careful about how you finish. " I told him 
I would try not to take up too much of your time. 

It is hard to talk about California without indulging in super- 
latives — ^very difficult, indeed. You might imagine a Califomian, 
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and it takes about a week to make a Calif omian (I trust you will 
all be Calif omians before you leave), saying "'Yes, we have some 
pretty fair-sized trees. Oh, yes, we grow some oranges, that is true. 
Yes, our raisins are a pretty good product, and our climate — oh, 
pretty fair, on the whole," etc. You can imagine him describing 
the State in that way and then after he is all through going out 
into the ante-room and indulging in a lot of adjectives in the 
superlative to relieve his feelings. After all, I repeat, it is difficult 
for him to endeavor to do justice to the State without indulging in 
superlatives. 

Just take the matter of climate, for example. How difficult it 
is to describe climate when you have all the varieties and all 
the wonderful climates that we have here in California. Indeed, 
Mr. Peirce suggested this morning that I might talk just as far 
and long as I pleased about climate on the ground that Exhibit 
'*A" today was a perfect specimen. We have climate of several 
kinds, as you will find out if you stay with us long enough. But I 
would like to impress this upon you: That we have little climate 
of latitude; we have the climate of seasons, and they are rather 
mixed up, because, after all, you will find an overcoat more 
necessary in San Francisco in July than in January, and the 
difference in the average temperature of January and July b only 
about six degrees and a little more wind and some other things in 
July make the overcoat quite comfortable. 

You will find, however, that on the whole we have the climate 
of the seasons. We have, likewise, a climate of altitude. There is 
always snow on our highest mountain peaks, north and south, 
and there is no season of the year, as you may have observed from 
the pictures last night on the screen, when you cannot get every 
possible kind of climate in California by making use of this climate 
of altitudes. 

We have the climate of the Coast and of our great interior 
valleys and of our foothill and mountain regions, but we do not 
have any climate of latitude. You will find that insofar as cold 
weather is concerned that it is missing; that snow is a minus 
quantity as a rule — ^there are always exceptions you know to the 
rule — all the way from the Oregon line down to San Diego; and 
that oranges ripen as readily in the northern part of the State, in 
the Sacramento Valley, as they do in the southern part of the 
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State; and that the great groves of the south are now bemg 
matched in the north m Tulare and Fresno counties; and on the 
west side of the Sacramento Valley where there is one of the 
largest citrus fruit groves in the world. 

We have» we think, a climate to suit everybody. It is just 
merely a question of in what direction your tastes run, and we 
hope that you may stay with us long enough and come to us often 
enough to taste these various varieties of climate. 

When it comes to this question of what we can oflFer to you in 
the way of production, you know something of that already in 
your journey about the State, for you have come to us at that 
time of the year when our fruition is perhaps the greatest. How- 
ever, there is never a time in California when fruit is not ripening 
upon the trees. There is never a time when some product of the 
soil is not being made ready for the market, in this State. Your 
winter vegetables come very largely from California as well as 
your oranges and your lemons. And then along in the summer 
time we get our great deciduous fruit crops commencing with the 
cherries and ending with the grapes and late peaches, and all the 
time California has a fruit basket very well fiUed with ripe fruit. 
It is indeed a country that has its own vine and fig tree for every- 
body, but as a firiend of mine said the other day, you have to be 
rather careful of the fig tree — ^you see I am getting into super- 
latives again — ^for in case one of our full-grown figs should drop 
upon you, it would be almost a calamity. So far as the vine is 
concerned, one vine in California is fully capable of upsetting the 
Volstead Act. 

We have a great variety of products in California. We have 
poets and peaches; we have observatories and oranges; we have 
painters and pears; we have movies and old missions; and we call 
them aU products because, after all, in some way they seem to 
serve an essential need of our people and of our visitors. We have 
aU of these various activities that go with science and romance 
and agriculture and horticulture, and all that go in the way of 
manufacturing, largely due to you gentlemen who are here today 
and the various corporations and concerns with which you are 
associated. 

There b something almost unusual and vivid, perhaps almost 
startling, in the way that California has been made to bring forth 



18 ELEVENTH ANNUAL CONVENTION 

its products. We harness the mountain rivers up in our high 
Sierra Nevadas, and the power comes down, as you saw last night, 
more vividly on the screen than words can express, into these 
valleys, and it is used there to pump water to make what otherwise 
was desert land a most productive and fertile country. And 
there we get our raisins and our prunes and our peaches, and all 
these deciduous fruit crops, and our oranges, rice and lemons, and 
so on, all through the alchemy of this transmuted electric power. 
And this, in turn, furnishes our transportation companies with 
their great trainloads of freight taken East. Your activities take 
place back there in financing these great water-power projects, 
and they finally come back to your own table in the way of break- 
fast foods and breakfast fruits, the year round. 

The figures that represent the growth of California with respect 
to horticulture and agriculture are rather startling, and yet, you 
deal so much with figures that it seems really a sin to wish any 
upon you this morning. Perhaps, it is sufficient to say that, if 
the products of California from the soil alone were put into one 
trainload, that it would, annually, make a trainload reaching from 
San Francisco to New York. It may carry a suggestion tcT you 
when I say that there are 200,000 carloads of products in this 
State requiring, annually, the use of refrigerator cars, and I am 
not counting some twenty-five or thirty thousand carloads of 
grapes that are yet on the vines, and which are very earnestly 
desired in some parts of the East in connection with the operation 
of the Volstead Act. 

If you will pardon me a few adjectives, I might just call, briefly, 
to your attention the fact that, necessarily, this is a State of great 
variety when it has the highest altitude in the United States out- 
side of Alaska, and the lowest depth below sea level; that we are 
trying to find out how far underneath the surface the treasiures of 
this State exist, and we have managed to put down oil wells some 
•6,000 feet or more, and have found them productive to a depth of 
5,000 feet. 

The State, I believe, is something like 800 miles long and three 
or four himdred miles broad. As you, of course, know, it has the 
biggest big trees in the world, and the finest redwood forests and 
the highest waterfalls. If I get started on this tack, Mr. Chairman, 
this address of supposed welcome will never end, and perhaps, I 
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had better just illustrate what is in my mind with respect to 
the variety of the resources of this State which you have compli- 
mented with your visit, by taking our immediate environment 
here in this, one of our garden spots, where you are holding your 
Convention. 

Last night I was thinking over the range of activities and of 
the romance of this particuLir section. A few miles away, over at 
MonterQT, is a spot where the first American flag was raised, and 
where the temporary capital of California was established. Just 
b^ond is the Carmel Mission, nearly 150 years old, one of the 
21 missions that were established by the Franciscan friars, be- 
ginning at San Diego in 1759, and extending northward beyond 
the sh(»es of San Francisco Bay. 

In another direction, not more than six or seven miles, is the 
largest beet-sugar factory in the world. Over here, just across the 
Bay, and only a few miles away, they harvest in Pajaro Valley the 
largest crop of Newton pippins and Bellflower apples of all the 
sections of the United States. And, incidentally, when they are 
not otherwise engaged, they send a trainload, in season, of straw- 
berries every day to the San Francisco markets. And, perhaps you 
know that, just beyond Santa Cruz, there is the greatest artichoke- 
growing section of the United States; in fact, they claim the 
monopoly in that particular line. And that is not more than 15 
or 20 miles from here. 

Just above Santa Cruz, perhaps 25 miles from here, is the 
most famous of the big redwood groves, the Big Trees of Santa 
Cruz, the largest and oldest of our redwoods, second in age and 
second in size only to their cousins, the Sequoia gigarUea of the 
Sierra Nevada mountains. In another direction, perhaps thirty 
miles due east of here, are the famous pinnacles, which Captain 
Vancouver, representing the English Government and voyaging 
up and down the Pacific Coast, I think, in 1791 or 1792, said that 
they, to his mind, constituted the most remarkable natural phe- 
nomenon that he had ever seen in his life. Yet, so crowded are 
we here in California with attractions of one kind and another, that 
very few of our own people have ever had time or opportunity or 
made opportunity to visit these pinnacles. 

Here, in Monterey Bay, there are more varieties of marine life 
found than in any other known body of water in the world. The 
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marine laboratory down at Pacific Grove has, perhaps, done greater 
work along the line of investigation of this life, than any other 
institution of its kind. We have a colony of poets just a few 
miles over, at Carmel: Poets and painters who add a very pic- 
turesque touch to our life and, occasionally, a picturesque touch 
to our newspaper news. 

Mr. Chairman, I am sure that I voice most fully the feeling of 
gratitude and appreciation to you, gentlemen, of our people of 
this State, in your coming to California. We do, indeed, fed that 
you are Argonauts in a new sense, and that you, one of the great, 
constructive forces of this country in a time when more thought 
is being given to the division than the creation of wealth, will find 
something worth while in our State, aid in its development and, I 
trust in aiding in that development, will bring to your own selves 
prosperity, comfort and happiness. 

I thank you very much. [Applause.] 

The President: I take this opportunity of thanking Mr. Shoup 
for his trouble in coming here to address us and welcome us; and 
I am sure that, after the several days* trip we have had throughout 
the State, that you are all in a very good frame of mind to receive 
and to believe all that he has told you about the wonders of this 
State. As he said, it takes about a week to make a Califomian. 
From some remarks that I have heard dropped from the lips of 
some of our members, I think that probably a new record has been 
made, and that several Califomians have been made in the short 
space of two or three days. I have heard several expressions 
of opinion from our members that when they come to the time 
when they do not have to work all the time, they are going to 
come out here to spend at least part of their leisure in thb State. 
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ANNUAL ADDRESS OF THE PRESIDENT 

HOWABD F. BXEBB 
Haim, ForbM A Co.. New York 

This, the Eleventh Annual Convention of our Association^ 
completes about one decade in its life* this formal organization 
was accomplished on August 8» 1912, and the first annual meet- 
ing was held in New York on November 21, 1912. Last year we 
met for the first time in the South — ^in the city of New Orleans. 
At the time of fixing the place and date for the annual meeting 
there, the fear was expressed that the distance which a large 
percentage of our members would have to travel would deter 
them from attending the meeting, but it was demonstrated that 
our fears were without foundation, and many expressions of 
opinion reached your officials that not only had the trip been a 
delightful one but a source of interesting and valuable education. 

We are now meeting on the Pacific Coast for the first time and 
I know that those of our members who may not have had an 
opportunity of seeing and knowing the far West will feel amply 
repaid for making the long journey. I know that those who have 
felt that they knew this part of the country through visits in years 
gone by, will also have a revelation in the wonderful development 
which has occurred in a comparatively short span of years. 

The officers are very much pleased at the large and representa^ 
tive attendance which we have and which is no doubt due in great 
measure to the almost continuous flow of alluring literature which 
our California friends have placed before our members. 

Our membership has continued to grow as will be set forth in 
detail in the report of our Membership Committee; this despite 
the fact that your Board of Governors has continued to enforce 
the policy of careful selection of new members, particularly re- 
quiring that new concerns shall have a sufficient time for their 
organization to demonstrate their business policies and ability 
before being received as members of our Association. Our financial 
position is very sound and I sincerely trust that the members will 
carefully examine and digest the report of our Finance Committee. 

In addition to the opportunity to meet each other, become better 
acquainted and exchange points of view, the annual meeting was 
designed to give the occasion for acquainting our members with 
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the preceding year's work which will be set forth in detail through 
the medium of the various reports submitted by the respective 
conunittees charged with the responsibility of carrying on the work 
required by our various activities. Sufficient time will be provided 
for discussion on the subjects treated in each report and, if we are 
to receive the maximum of benefit from our association here» it is 
essential that oiu* members oflFer their opinions freely. It is only 
in this way that the educational part of our meetings can be fully 
availed of, and our executives receive the proper perspective to 
effectively conduct the detailed affairs of the Association for the 
coming year. 

As forecast at the last annual meeting, the past year has been 
one of orderly progress — and, I trust profitable operation, for a 
large majority of our members. So far as I can judge the ensuing 
year should be equally satisfactory for the investment business. 

The gradual shrinkage in the market value of Government 
bonds to a point much below their issue price was one of grave 
concern for many reasons. The education of a substantial number 
of our people in the benefits to be derived from consistent saving 
and profitable investment was clearly threatened by the un- 
fortunate shrinkage in marketable values. Therefore, the advance 
in the price of Government securities during the past year to the 
issue price and higher has been a most gratifying one. Looking 
at thb from the point of our own selfish interest, it should be 
reflected in a largely increased number of persons who are willing 
to buy and hold investment securities of the more conservative 
type. The decrease in the Grovemment indebtedness has continued 
but at a much slower rate than was anticipated at the time of the 
creation of the war debt. Our Government's loans to foreign 
countries are in the "frozen credit" class and it is evident that 
it is going to be diffictdt for many of these debtor nations to even 
pay the interest on these loans under existing conditions in their 
respective lands. It has, therefore, been necessary for our own 
Government to employ a substantial portion of its receipts in the 
payment of interest on the debt created to make possible these 
loans. If this condition is to exist over a period of years it is time to 
consider whether additional sinking fund provisions should not be 
established on that part of the Government debt which it was antici- 
pated would be liquidated from receipts from the debtor countries. 
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One of the most satisfactory changes which has occurred in 
the kst twelve months has been the reduced cost of loans for 
the financing of necessary activities throughout our country. The 
fact that funds may again be had at reasonable terms on good 
security has played a most important part in re-establishing 
normal conditions. 

The financing of State and municipal work has not had the same 
difficult problems presented by conditions surrounding industrial 
and public utility enterprises, with the result that work in those 
fields has proceeded at a rapid pace. In fact, decided tendencies 
toward extravagance are apparent in some sections of the country 
and all our influences should be used to discourage unwise ex- 
penditures. The financing of public work through '* special fund*' 
and special limited tax issues is in my opinion a serious menace, 
for under the belief that property will not be generally taxed 
authority is given by the voters for expenditures of money in 
amounts and ways which would not be countenanced if under 
any circumstances it were possible to tax property therefore in the 
usual way. The failure to meet these obligations, however, by the 
State or municipality would have serious consequences to general 
credit, and I believe that if the taxpayers are unwilling to stand 
squarely back of public works by submitting themselves to the 
possibility of taxation, they should not authoriase such ventures 
in the public name. 

The conditions confronting transportation facilities throughout 
our land during and since the war have led to a general education 
in the importance of these facilities among the people as a whole. 
This general education is bringing about a very diflFerent attitude 
toward the problems of the public carriers and with the knowledge 
that adequate and efficient transportation facilities can not be 
had without reasonable rates, it ought to be possible to secure 
the necessary rate changes to re-establish railroad credit. This 
accomplished, the development of large transportation systems 
from the point at which it was arrested by the breaking-out-of- 
war conditions will be feasible. 

Under conditions when it was difficult to borrow to advantage 
on the very best of security it was a natural tendency to expand 
the fixed charges of corporations through the creation of debt to 
the exclusion of new stock issues. There are welcome signs of a 
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return to the sounder progress of fairly balancing capital and debt, 
and wherever we can encourage the proper issuance of such junior 
securities we should do so in the interests of building up sound 
financial structures. 

Unfortunately all the developments are not so favorable as 
those before mentioned which are intimately related to the conduct 
of the business in which we are mutually interested. I have 
reference to such matters as *'The Bonus/' or — ^as the politicians 
evidently prefer to call it ''Adjusted Compensation"; the tariff, 
and labor disturbance. Without i^ttempting to express an opinion 
as to whether a bonus should be paid, and if so, to whom, it is 
clear that the bill which was vetoed failed specifically to provide 
the means of paying the obligations assumed. The bill as passed 
would have burdened the banks of the country to the detriment 
of regular business and would have made it well-nigh impossible 
for the Treasury Department to arrange a comprehensive budget. 
President Harding well deserved the nation-wide commendation 
he received for the honesty of purpose and political courage he 
displayed in vetoing the measure. While there is, no doubt, room, 
and always has been, for an honest difference of opinion on the 
matter of the tariff, the efforts of Congress have apparently met 
with little approval from men of sound business judgment and 
unprejudiced view. Activities in this direction certainly point 
strongly to the advisability of a permanent tariff commission 
despite the many valid objections which may be raised against 
that method of handling the situation. 

Farms, factories and commerce have accepted with reasonably 
good grace the post-war readjustments which were necessary but 
much of organized labor continues to refuse to accept its share of 
the readjustment burden. Without in the slightest trying to 
disparage the benefits and advantages of organized labor properly 
regulated, it is certain that such strife as we have seen between our 
large and important business interests and unionized labor in 
recent months cannot be allowed to continue in the interests of 
the people, as a whole, and some means must be found to properly 
protect the interests of the laboring man which will also protect 
our general interests. Our representatives in the Federal and 
State legislatures do not hesitate to rush forward with measures 
designed to control business but they seem to be very reluctant to 
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insist that labor shall be properly organized and held to account 
for its actions. Among the suggestions which have been made from 
time to time none has appealed to me as more practicable than 
the requirement of federal incorporation so that unions and their 
duly qualified officers may be held legally accountable for their 
actions. 

One of the most encouraging developments of recent times has 
been the willingness of business men to give an increasing amount 
of time and attention to matters of public interest. Great good 
has been accomplished through trade organizations co-operating 
with each other in matters of mutual interest. I am glad to say 
that our own business has been among the foremost in this respect. 
The evil of fraud and misrepresentation in financial matters is 
one which has been very marked in recent years, the activities of 
the ''crook'* having been stimulated by the opportimities offered 
through the distribution to many millions of our population of 
Liberty Bonds. The Board of Grovemors and your various com- 
mittees as well as the Group organizations have continued in 
touch with the authorities at Washington, and in the various 
states, in an endeavor to stamp out the evil and to so improve the 
laws as to nuike the officials' efforts more effective. While the 
amount of time and fimds which the Association has spent in 
this work may seem disproportionate with other activities, it is 
of such paramount and lasting importance that your Board has 
felt justified in the course pursued. There are very encouraging 
developments in recent months in the co-operation of many other 
important national bodies in the effort to stamp out this wide- 
spread national menace. The press, as a whole, is to be com- 
mended for its wiUingness to keep out of its columns advertising 
matter of a fraudulent and misleading type. Our co-operation with 
others has not only been of service to them but we have been able 
to enlarge our own point of view and thereby increase the efficacy 
of our own efforts. [Applause.] 
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granted and, large or small, all applicants must go through the 
same formalities. 

The Association has reached the saturation point. Practi- 
cally all houses eligible and desirable are members. There are still 
investment houses and banks with bond departments which, no 
doubt, would be welcomed by this Association and should become 
members and join in the activities. We are able to use and do 
use the greatest discrimination in electing members. With this 
increase in vigilance, the time is approaching rapidly when the 
Association should take steps to make the organization more 
compact. 

The Board of Governors and committees are doing a great deal 
to make membership in this Association valuable but it is in- 
cumbent upon the membership to see to it that their business is 
conducted along the high standards which this Association stands 
for, so that the investing public may appreciate the advisability 
of dealing only with members of the Association. 

Gbgups 

The organization of our membership into Groups was discussed 
a number of years ago. The original plans called for the Groups 
to take up local matters; work in conjunction with the national 
Association, and furnish information on houses applying for mem- 
bership. Two years ago the country was divided into sections, 
and Groups were formed. An officer or a member of the Board of 
Governors is represented on the executive committees of most of 
these Groups. This Officer or Governor is in touch, between con- 
ventions, with the active work of the Association. At the quarterly 
meetings of the Groups the membership is able to get first-hand 
information as to the position of the Association on questions af- 
fecting the investment bankers throughout the country. 

The Groups have accomplished a great deal of good and 
they have stimulated interest in the National organization. Some 
Groups have been more active than others, but the movement is 
new and in time the work will link in with that of the national 
organization. The Group organizations are certain to make this 
Association more effective. In some sections of the country some 
of our members have not realized the necessity of taking part in 
Group meetings. At the quarterly meetings of the Group it has 
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been customary to have discussions on matters relating to the 
investment banking business and to have addresses by prominent 
speakers on related subjects. I am sure the members value these 
meetings highly. I urge upon our membership the advisability and 
necessity of keeping in touch with the work of the local Group. 
Attend these meetings and thereby lend the Association further 
support to carry on its work properly. 

FiNANCIAIi 

We have closed the fiscal year with a balance of $9»890.00 as 
against $M^500.QO on August 31, 1921. Our investments last year 
amounted to $81,000.00 as against $116,000.00 this year. The 
increase in investments has been made possible by the wisdom of 
the Finance Committee in purchasing long-time securities with 
membership fees, interest from investments and interest from 
daily bank balance. It is not, and should not be, the policy of the 
Association to accumulate a large surplus fund, but certain things 
are under consideration by the Board of Governors which will 
show the wisdom of the fund we have on hand at this time. Our 
current income for the past year from annual dues amoimted to 
$77,000.00. Income from dues is really the only amount which 
should be taken as the gauge for our expenditures. It has taken 
approximately $75,000.00 to operate the Association, including 
the general headquarters and the expenditures of committees. 

The work we may undertake is unlimited, and any funds the 
Association has can be expended wisely for the benefit of the 
business. In this connection, I might add that while this Associa- 
tion employs counsel, it has never maintained a lobby in Washing- 
ton or in any of the states. Legislative work has been carried on 
through our committees. It has been the policy of the Association 
to help formulate laws which would not work hardship on the 
investment banker but would protect the investor in every way 
possible. 

The Association operates under a budget and the Finance 
Committee of the Association holds monthly meetings to pass on 
all bills and to see that the expenditures come within the appropria- 
tion granted by the Board of Grovemors. Inasmuch as our dues 
are collected in advance, this Committee very wisely has invested 
a portion of our funds in Treasury Certificates. By this action. 
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we have been able to secure some additional income. The Com- 
mittee also has invested in Liberty Bonds the funds received from 
membership fees» the interest from these funds and the interest on 
temporary investments and daily bank balance. 

The finances will be covered more completely in the report of 
the Finance Committee. I want to say that the Finance Com- 
mittee» under the chairmanship of Mr. Joseph A. Rushton, has 
^ven the same careful thought and consideration to the finances 
of the Association as any good business man would to his own 
private business. 

Bulletin Service 

The makeup of the Bulletin has changed considerably in the 
p^ ten years. When the first Bulletin was issued it was the 
thought of the officers that the Bulletin should serve as a means of 
conveying to the members information relative to laws, and other 
rules and regulations, affecting the business of the investment 
banker. The Bulletin still serves that purpose, but it has done 
more. We have had in the past year many contributions from 
members of the Association touching on the business of invest- 
ment banking. The Bulletin has served as an open forum for 
the discussion of the methods of distribution, advertising, syn- 
dication and partial payment. 

During the fiscal year, closed August 31, the Secretary of the 
Association issued eleven Bulletins, totaling 350 pages. 

If the membership of this Association would read the Bulletins, 
the reports and communications sent out by the Secretaiy's Office, 
many questions which are arising daily would be answered. We 
have many inquiries for information on subjects which have been 
covered in the Bulletins. These inquiries indicate that only a 
small number of our members give proper consideration to the 
literature sent to them. We endeavor insofar as possible, with 
the aid of the members, to send the Bulletins direct to some 
individual selected by the member. By naming an individual 
there will be someone in the organization who will keep in 
touch with the work of the Association. We have provided binders 
for the Bulletins, which if used and kept in a convenient place, 
should be referred to frequently by the members of every organi- 
zation who go to make up our membership. I urge the necessity 
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of reading these communications and giving them consideration. 
They entail an immense amoimt of work on the part of our 
committees. The men making up these committees have given 
freely of their services and have given a great amoimt of thought 
and energy to the matters presented to you through these reports. 

Offics Counsel 

There is another department of the Secretary's Office which I 
do not believe is fully appreciated by our members. That is the 
Office Counsel. Members may, through the Secretary's Office, ask 
questions of a legal nature and the Secretary will in turn give an 
answer, without expense, based upon the opinion of Counsel. This 
does not mean that Office Counsel will ^ve advice on individual 
matters pertaining to some particular mortgage* but general in- 
formation regarding matters which come up daily for discussion. 
The service is yours. Why not use it? 

California Convention 

Owing to the long distance of California from New York and 
Chicago, the arrangements for the Convention in Del Monte this 
fall have been more difficult to handle. It has been the custom of 
a representative from the Secretary's Office to attend a number 
of conferences of the local members and to be in constant touch 
with them to lend any possible assistance. Distance made many 
conferences impossible this year. We have had to content our- 
selves with making one trip to San Francisco and Del Monte to 
complete the preliminary plans. 

In July, the Assistant Secretary, Mr. Schray, spent some time 
with the California members and made a report to the Board of 
Governors on July 21 at Toronto. The details worked out on his 
trip to California were a preliminary program, arranging hotel 
accommodations, checking over the plans for entertainment and 
lending assistance in the matter of organization of committees. 
There was little organization work to be done. The California 
members practically had completed their plans long before he 
arrived. He found everything in working order. 

For months the California members have been broadcasting the 
Convention features to our members by means of attractive and 
well written letters. Some of these broadcasted letters were of a 
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personal nature, some were but '^flyers." I think the California 
members are to be congratulated upon the manner in which these 
Convention plans have been handled. With all due respect to past 
conmiitteesy I must say that in all my experience as Secretary of 
this Association I have never come in contact with a group of 
men who have performed their work in a more energetic and 
forceful manner. Back in the East hardly a week passed when 
there was not received some kind of letter touching on the Con- 
vention from the turn of the year at the holidays to the departure 
of the special trains last week. The attendance at this Convention 
speaks for itself as to the success crowning the e£Forts of the 
California members. 

Our coming to California to hold the Eleventh Annual Conven- 
tion is another step forward in the program of the Association in 
acquainting the members with all sections of the country. The 
Convention this year serves as an opportunity to gain information 
as to the development of the West and to better acquaint our 
members with the country and some of its larger enterprises. The 
financing of many of these enterprises has been done in the East 
by the members of this Association. 

Closing 

I could not close this brief report without mentioning the 
splendid co-operation the Secretary's Office has received, not only 
from the Officers and Grovemors, but from its individual members. 
The spirit of co-operation has been ever present. We are indebted 
to the Press which has ably supported us in the campaigns we 
have made for better legislation, bringing to light and to the 
attention of the public, those people who are operating under the 
guise of investment bankers and who are annually swindling the 
people of this country out of hundreds of millions of dollars. The 
prosecution of this work must go on with renewed vigor. It can 
be accomplished only through the support of public officials work- 
ing in conjunction with this and other associations, and with 
the continued support of the press, because after all it is powerful 
in moulding public sentiment. 

The members of this Association have great opportunities for 
public service. Our municipalities, rural districts, public utilities, 
industrials and railroads will continue to have large capital 
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requiiements; and with the wealth in this country accumulating 
the demand for investments will increase. The opportunity is ours 
to assist in building up this country's industries. At the same 
time we may assist in creating securities which will safeguard the 
savings of the people and increase the business of the investment 
banker. 

We will be able to make in vestment banking a prof ession which 
will be looked up to and respected. With ''Conservatism" as the 
watch word the business of every member of this Association 
should continued to grow and be looked upon by the people with 
increasing confidence. 

Respectfully submitted* 

Frederick R. Fenton, 

Secretary 

Bt-Law Five Amended 

Mr, Moore (Barclay, Moore & Co., Philadelphia) : In order to 
render effective the suggestions contained in the Secretary's 
Report, I move the adoption of the following Resolution: 

**IUiol9ed: That paragraph fifth of the by-kws be and the tame ia 
herdqr repealed, and that the followmg be and is hereby enacted in lieu 
thereof: 

"Fifth: The Board of Governors shall have power by resolution to 
enact regulations in respect of the use of the name of this Association 
on letterheads or advertising matter used or circulated by members, and 
to prescribe penalties for violation of such regulations, including forfeiture 
of membership. The Board of Governors shall have power to make such 
investigation as to it shall seem proper in respect of any vidaticm of any 
such regulations coming to its knowledge, and the decision of the said 
Board upon sudi investigation ahall be final and conclusive; provided, 
however, that no forfeiture of membership shall be declared as a penalty 
for the violation of such regulations, save upon the affirmative vote of 
three-fourths of the members of the Board in attendance." 

(The motion was seconded.) 

The Preeideni: Gentlemen, you have heard the motion. This 
is a matter that has had a great deal of discussion and considera- 
tion on the part, not only of the present Board of Governors, but 
of at least two other Boards preceding and, if Mr. Osgood is in the 
room, I wish he would state briefly just exactly why the Board 
thought that this resolution was an advisable one at this time. I 
want to explain definitely that this does not mean any radical 
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change. It simply puts in motion the machinery by which the 
Board can, if found necessary, make certain changes in policy. 

Mr. Osgood (First Trust & Savings Bank, Chicago) : Worthy 
President: I think, gentlemen^ the President has stated the mat- 
ter in a nutshell, that this resolution, which has been approved 
by the Board of Grovemors is one that, to my knowledge, in 
discussion of the matter, has been in the minds of the members of 
the Association, and of the members of the Board, for something 
like the last five or six years. Various members of the Association 
have asked the officers to take steps to allow them the use of the 
name of the Association. This has been a repeated request for the 
last half dozen years, to my knowledge. The Board has taken 
the matter up year after year, but it is only within the last two 
years that the sentiment of the Association has grown to a point 
where the Board felt that it was permissible, or proper, or ad- 
visable, to make such change. The By-Law, as you will note, by 
the resolution, does not attempt to act automatically: It simply 
places the whole matter in the hands of the Board of Governors. 
And if the Board of Governors shall feel that the time has arrived 
for putting the By-Law into action, either to the full esdent ex- 
pressed in the By-Law, or going part way toward that extent, then 
the Board shall take that action. In other words, you are placing 
in the hands of your Board of Grovemors power to do something 
which is not only to the benefit of the Association as a whole, but is 
to the benefit of every individual house, in the use of the name. 
We feel that the Association has reached a point in its history 
where we can properly point with pride to being members of the 
Investment Bankers Association of America. In other words, it 
has come to have a distinct meaning, not only from the business 
standpoint, but from the standpoint of ethics in business. The 
members of the Board have felt all along that the free use of the 
name should not be permitted until we were ready to take the stand 
that we would discipline, if necessary, any member who violated the 
ethics of the Association, and that the name would come to mean 
something, and that a proper use of the name would be enforced. 

I have tried to put the matter to you in a very general way. I 
think that is the feeling of the Board, and I think also very largely 
the feeling of the members of the Association at this particular 
time. [Applause.] 
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The President: Gentlemen, Mr. Osgood has placed the matter 
very clearly before you. If, however, there are any members here 
who have any point of view which they believe would be of interest 
to the other members, now is the time to get on your feet and 
express it. This is a big broad matter. The original prohibition 
against the use of the name was well conceived, and it was a very 
wise and far-sighted move. We do not want to make any change 
unless it is for the better. Is there any discussion? 

Mr. Schindhdm (California Bank, Los Angeles) : I would like 
to ask that that amendment be read again. Due to the confusion 
I did not quite get the reading of that amendment, and I would 
like to ask that it be read again. 

The PresiderU: I am really surprised that there is not a little 
more difference of opinion on this subject, in view of the importance 
of it. 

Mr. Moore: Mr. President, as I understand the purpose of the 
resolution, it does not make it possible for members to use the 
name of the Association in their advertisements as yet, but it merely 
leaves it within the discretion of the Board of Grovemors to decide 
under what conditions the use of the name of the Association may 
be nuide by members. 

The PresiderU: That is correct, Mr. Moore. 

Mr. Moore: Instead of the prohibition in the By-Laws, it makes 
it possible for the Board of Governors to adopt such rules and 
regulations as are necessary. 

The President: That is correct. A reading of By-Law Five 
in which the prohibition against the use of the name is embod- 
ied will show that. 

(Secretary reads By-Law Five.) 

The President: You see, there is now lodged with the Board 
only one penalty, and certainly an expulsion from the Association 
would be entirely too drastic for an inadvertent use of the member- 
ship name, if we were going to allow that under any general 
restriction. If, however, we do not have this change, we cannot 
take that medium ground, and, furthermore, the hands of the 
Board would be tied for an entire year, as these By-Laws may only 
be changed at the annual meeting. 

The Secretary: Mr. President, I think that a good many of the 
members of the Association do not realize that this is a matter 
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which is being put in the hands of the Board. The Board would 
like to hear what the members think about using the name. 
There will not be another annual meeting for a year» but there 
will be four Board meetings. Now, what do you think about it? 
Shall we have the nerve to come out before the public and say 
that we are members of this Investment Bankers Association 
of America? Are we willing to so conduct our business that we 
dare say that? What is the opinion of the individual members 
as to its use? 

(The Secretary re-reads proposed amendment.) 

The President: Does that bring up any other question? If there 
is no further discussion, are you ready for the question? 

(The question was called for.) 

The President: All those in favor say, "Aye"; contraiy, "No." 
It is so ordered. It becomes necessary in order to formally adopt 
these reports as we go along, that we have an expression of the 
meeting as a whole. If there is nothing of a controversial nature 
in the Secretary's report, all those in favor of its adoption as read 
will signify it by saying, "Aye," contrary, "No.** It is so ordered. 

The next report is from the Treasurer and the one following is 
by the Finance Committee. Mr. Rushton is not here; Mr. Brown- 
ing is, and I am going to ask Mr. Browning if he will cover both 
reports in the one presentation. 
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REPORT OF THE TREASURER 

The IVeasurer has the honor to report the AMociation is in excellent financial 
condition. The books of account have been audited by Arthur Andersen & Company. 

PARTICULARS 

Balance, September 1. 1921 124,581.29 

Does and Fees 85,412.50 

Binders 11.00 

Book»— Education 1,252.25 

Real EsUte FkmpUets 11.00 

Interest (net) 5,426.24 

Securities matured or sold 55.000.00 $171,094.28 



DisBUBBBifszmi: 

Special Counsel $ 4,846 . 29 

(MBoe Counsel 2,400 . 00 

Committee Counsel 8,184.78 

Salaries 15,872.79 

Convention Expenses 3,621.68 

IVaveling Expenses 518.07 

Rent 4,500.00 

Ftamiture and Fixtures 254.20 

Fkinting, Postage and Stationery 8,250.84 

Tekphone and Telegraph 861.80 

Proceedings 8,690.65 

Bulletin Service 4,795.80 

Chamber of Commerce Ass'n 800.00 

International Chamber of Commerce 88.40 

Auditing 100.00 

Sundry 529.88 

Extraordinary Expense 188.58 

President's Fund 723 . 84 

Refund of Dues 54.16 

Securities purchased 87,247.60 

Stenographic Reports 794.84 

Committee Expenditures 20,088.57 

$161301.12 

Baknoe, August 81, 1922 9.898. 16 

$171,694.28 
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ASSETS 
Cash in Bank $8,808.16 

GxNKBAif iNVSffEifBNT Fund: 

U. S. Treasury certificates: 

4H % due Siarch 15, 1926 $26,000. 00 

6}i % due Sept. 16, 1022 26,000. 00 

6H % due Sept. 16, 1924 26,000.00 $76,000.00 

Spkcial Intbbticknt Fund: 

4th Liberty Loan Bonds 4}^ % due Oct. 16, 1988. .$ 6,844.40 
U. S. Certificates of Indebtedness 4^ % due March 

16, 1926 20,242.90 $27,087.80 

Intebxbt iNTBBniBNT Fund: 

4th Liberty Loan Bonds 4^% due Oct. 16. 1988. . . . $6,408. 20 
U. S. Certificates of Indebtedness 4^ % due March 

16. 1926 6,847.80 $11,260.60 

Accrued Interest 2,864.26 

Furniture and Fixtures (at cost) 2,467.81 

$128,642.62 

Securities belonging to the Association are deposited in a safety deposit box in 
the Harris Safe Deposit Company. The box may be opened only in the presence 
of two officials of the Association. 

Respectfully submitted, 

McPbebbon Bbowning, Treasunr 
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■ 

REPORT OF THE FINANCE COMMITTEE 

The Anociatioii has reason to oongratulate itself upcm its present splendid 
Bnancial condition. The assets of the Association increased $19,885. 18 during the 
year closed August 81, 1922. 

The income of the Association for the year amounted to $92,112.99 exclusive 
of securities sold and matured. The total disbursements covering the operation of 
the Secretary's OflSce and all committees amounted to $74,558.52. The true 
yardstick of expenditures of the organization is its established income from dues; 
all other sources of income may be considered temporary. The income from dues 
last year totaled $76,812.50. 

The Committee has continued, with the approval of the Board of Governors, 
to invest all income from membership fees, interest received from daily bank 
balance and interest received from investments in U. S. Liberty Bonds and U. S. 
Treasury Certificates. Funds not immediately required in the conduct of the 
Association's business have been invested in short-term U. S. Treasury Certificates 
bearing a hij^r rate of interest than could be realised by permitting* the funds to 
remain subject to check. Through an agreement with the National Bank of the 
Republic, the depositary of the Association, 8% is paid on the average daily bank 
balance. 

All expenditures are made under a budget system. The Committee has taken 
care to see that all disbursements are within the appropriations granted by the 
Board of Governors, and have been approved by the proper officer or committee 
chairman. The Committee has held monthly meetings at the headquarters of the 
Association. 

The books of account have been audited by Arthur Andersen & Company and 
the report is attached and made a part of this report and shows the comparative 
figures for 1921 and 1922. 

Respectfully submitted, 

Joseph A. Rushton, Chairman 



To the Board of Governors, Investment Bankers Association of America, Chicago, 
Illinois. 

Dear Sirs: 

In accordance with your instructions, we have audited the records of the 
Investment Bankers Association of America for the fiscal year ended August 81, 
1922, and submit herewith our report thereon, together with the following Exhibits: 

Comparative statements for the two years ended August 81, 1921 and 
1922: 

Cash Receipts and Disbursements Exhibit I 

Committee Expenses Exhibit II 

Income and Expenses Exhibit III 

Balance Sheet— August 81, 1922 Exhibit IV 
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Cash Rbcbipts and Disbubbbiibnts 

A oondeoMd statement of the cash receipts and disbursements for the fiscal 
years ended August 81, 1921 and 1022, is presented below: 

Fiscal Year Ended Inereate 

Avgvei SI or 

Particulars 1921 1922 I>ecreaee* 
Rbcbiftb: 

DuesandFees $8JI,547.50 $85,412.50 $ 185.00* 

Bulletin Binders 12.75 11.00 1.75* 

Educational and Reclamation Books. 2,767.67 1,252.25 1,515.42* 

Real Estate PamphleU 11.00 11.00 

Interest (Net) 5,840.23 5,426.24 418.09* 

Securities Matured or Sold 47,500.00 55,000.00 7,500.00 

ToUl Receipts $141,668.15 $147,112.80 $5,444.84 

Disbubsementb : 

Counsel $10,261.06 $14,881.07 $4,620.01 

Salaries 13,280.00 15,872.70 2,142.79 

Convention Expense 8,067.45 3,621.63 554.18 

Rent 4,360.00 4,500.00 140.00 

Publishing Annual Proceedings 3,772. 02 3,600. 65 81 . 37* 

Bulletin Service 7,345.07 4,705.30 2,540.77* 

Committees 11,871.30 20,038.57 8,167.27 

Blue Sky Summary 3,280.01 3,280.01* 

Securities Purchased 70,534.60 87,247.60 16,713.00 

Other Expenses 8,596.86 7,500.85 007.51* 

Refund Dues 54.16 54.16 

Total Disbursements $136,310.27 $161,801.12 $25,481.85 

Excess or *Deficiency of Receipts over Dis- 
bursements $ 5,348.88 $14,688. 13* $20,037.01* 

Add Cash Balance at beginning of year. . . 10,232.41 24,581 . 20 5,848.88 

Cash at end of year $ 24,581.20 $ 0,803.16 $14,688.13* 

It wiU be of interest to note the changes in membership during the year under 
review and the dues paid by each classification for that period as indicated by the 
following summary: 

CUu9\fieaiion 
Particulars ABC Toial 

Membership at September 1, 1021 205 265 82 552 

Changes in Classification (Net) 2 2* . . . 

205 267 80 552 



INVESTMENT BANKERS ASSOCIATION OF AMERICA 41 

Additions to MracBKRamp: 

Bud FiiU Rate Dues «« 8 1 SI 

Paid Half Rate Dues 15 1 ... 16 

Dues Waived 11 1 ... 18 

Total Additions 48 10 1 59 

Total 258 «77 81 611 

LOBBES DUBING PERIOD: 

Dues TM 8 8 1 M 

NoDuesPaid 5 6 « 18 

Total Losses 8 14 8 25 

Per Membership Record, August 31. 1022 245 268 78 586 

Gain or Loss* in Membership 40 4* 2* 34 

The dues paid by the above members may be classified as follows — 

CLASSinC ATION : 

ParHeulars 
Members 
Paying 
Full Dues (210) $16,650.00 (261) $40,125.00 (78) $10,750.00 (558) $76,525.00 

Members 

Paying 

Half Dues (15) 562.50 (1) 75.00 (15) 687.50 

Does 

Waived (11) (1) (12) 



Total.. (245) $17,212.50(268) $40,200.00(78) $10,750.00(585) $77,162.50 
Branch Dues (including one branch prepaid — $25.00) 025.00 

Total $78,087.50 

Dues Paid m Advance for 1921-1922 Period 1,275.00 

Total Dues Collected (Exhibit I) $76,812.50 

The fees received from new members during 1922 as compared with the prior 
year were as follows: 

New Member 
Additions Fees Paid 

Pmiieulare 19ei 1929 1921 1922 

ClassAMemben 62 48 $6,200.00 $6,500.00 

Class B Members 28 10 2.800.00 2,000.00 

Class C Members 8 1 200.00 100.00 



Total 88 59 $8,700.00 $8,600.00 



42 ELEVENTH ANNUAL CONVENTION 

Vtom the above summaiy it will be noted that tbe fees decreaaed but $100.00. 
although new member additions decreaaed from 88 in 1081 to 50 in 1028, a decrease 
of 20. This is accounted for by the fact that tbe fee rate was increased during the 
past year as authorised by the Association. 

The decrease in revenue from Educational and Reclamation Books is due to 
the smaller number sold in 1022 as compared with 1021. 

The Educational Conmiittee Expense for the period September 1, 1016, to 
August 81, 1022, is shown in the following tabulation: 

Exce99cf 
Duburamnenii 
Paifieular$ DMursemenii Ineame o9er Income 

FuealYear 

1017 $ 278.82 $ 278.82 

1018 4,081.70 587.74 4,808.06 

1010 82.58 628.68 506.15* 

1020 542.88 545.15 2.27* 

1021 6,284.08 2,745.17 8,480.81 

1022 80.00 1,252.25 1,162.85 

Total $12,155.81 $5,758.00 $6,806.82 

It should be noted that the disbursements include the cost of unsold books 
which at August 81, 1022, represented 2,705 volumes, the selling price of wbkk is 
$1.75 a volume or a total of $4,801.25. The books on hand on August 81, 1022, as 
shown by an inventory submitted to us, may be sununarised as follows: 

Baiane$ ffumber Com- Balame§ 

on Hand of Bookt piivMn- on 

A%o.51 Sold in tan Ayg.Sl 

PaHicuUtn 1991 19M» CopleM 19t» 

Corporation Finance and Investment 580 118 8 4^ 

Stock Exchange Business 458 81 7 870 

Railroad Securities 580 178 808 

Industrial Securities 754 148 7 . 500 

Legal Aspects of the TVansfer of Securities 858 127 8 218 

Individual and Coiporation Mortgages 014 03 10 811 

Total 8,580 745 40 2,705 

Since the Association's records are kept on a cash-receipts-and-disbursements 
basis, the inventoiy of books on hand at August 81, 1022, was not taken up on the 
books. 

The disbursements classified above and shown in greater detail in Exhibit I are 
applicable to the current year, and we were informed by the Assistant Secretary 
that all the expenses incurred by the Association are reflected on the books. 

Dues amounting to $25.00, applicable to the year 1022-1028, were collected 
during August, 1022. 
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SaCUBITDBB 

The following Becorities were on hand at August 81, 1022: 

Partieulars Par ComI 

GnnERAit Iktsbiment Fund: 
U. S. TVeaamy Certificatea — 

4^% due Match 15, 1926 $ 25,000.00 $ 25,000.00 

5^% due September 15, 1922 25,000.00 25,000.00 

5H% chie S^tember 15, 1924 25,000.00 25,000.00 

$ 75,000.00 $ 75,000.00 

Special Invbrmknt Fund: 

Fourth liberty Loan Bonds, 4}^% — due 

October 15, 1988 $ 7,000.00 $ 6.844.40 

U. S. Treasury Certificates, 4^% — due March 

15, 1926 21,000.00 20,242.90 

$ 28,000.00 $ 27,087.80 

Intebxbt Invested Fund: 

Fourth Liberty Loan Bonds, 4}^% — due 

October 15, 1988 $ 5,500.00 $ 5,408.20 

U. S. Treasury Certificates, 4i%% — due March 

15, 1926 6,000.00 5,847.80 

$ 11,500.00 $ 11,250.50 

Total $114,500.00 $118,887.80 

Scope of Audit 

In addition to the work abeady indicated in our comments, the f oDowing detail 
checking was done: 

(1) The cash receipts for the year were traced into the bank statements, and 
were found to have been deposited intact. 

(2) All vouchers covering disbursements were esuunined and found to be in 
order. 

(8) All cancelled checks were e3aimined and checked against the disburse- 
ments record. 

(4) The cash balance per books was reconciled with a certificate obtained by 
us from the National Bank of the Republic, Chicago, Illinois. 

(5) The petty cash fund of $200.00 now in the hands of Mr. C. G. Schray, 
assistant secretary, was reconcOed with a certificate obtained by us from the 
National Bank of the Republic. 

(6) All of the securities owned by the Association were examined by our 
representative at the safety degoAt vault of the Harris Trust and Savings Bank 
and found to be in accordance with the records. 
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We wish to ezpreis our ^ipreciatioii of the coorteoiii co-ope r » t ioi i extended 
to our repre i eiitative during tbe coune of tbe audit. 

Veiy tnOy youn, 

Abthub AimsBflBif & Co.* 
Certified Pdblic Aooountante 

COMPARISON OF CASH RECEIPTS AND DISBURSEMENTS 
FOR THE FISCAL YEARS ENDED AUGUST 81, 1981 AND IMS 

Fiscal Years Endsd Imermm 
August SI or 

Particulars 1991 19H Dscrsass* 

Baxjlncb at BnoiNNnfa or Pduod: 

Cash in Bank on Hand $ 19»2S2.41$ 84,581.80$ 8,848.88 



Annual Dues $ 76,847.50$ 76,818.50$ 85.00* 

Entrance Fees 8,700.00 8,600.00 100.00* 

Bulletin Binders. 18.75 11.00 1.75* 

Rechunation Books 88.50 88.50* 

Educational Books 8,745.17 1,858.85 1,408.98* 

Real EsUte PamphleU 11.00 11.00 

Interest on Bank Balances 1,881.01 1,888.01 48.00* 

Interest on Investmento (Net) 4,559.88 4,108.88 865.90* 

Securities Sold 47,500.00 55,000.00 7,500.00 

Total ReoeipU $141,668. 15 $147,118.00$ 5,444.84 

Total $160,000.56$171,604.88$10,708.78 

DiSBUBBEIIEMTB : 

Special Counsel $ 8,570.00$ 4,846.80$ 1,767.80 

OfficeCounsd 8,400.00 8,400.00 ...^.... 

Conunittee Counsel 5,888.06 8,184.78 8,858.78 

OffioeSalaries 18,880.00 15,878.70 8,148.70 

Convention Expense 8,067.45 8,681.68 554. 18 

Traveling Expenses 1.006.00 518.07 488.88* 

Rent 4,860.00 4,500.00 140.00 

Furniture and Fixtures 888.80 854.80 16.00 

Printing, Postage and SUtionery 8,080.07 8,850.84 680.18* 

Telephone and Telegraph 585.87 861.80 885.08 

Publishing Annual PhKseedings 8,778.08 8,600.65 81.87* 

Bulletin Service 7,845.07 4,705.80 8,540.77* 

Dues— Chamber of Commerced. S. A. 800.00 800.00 

Donation — Chamber of Conmierce 

U. S. A 1,000.00 1,000.00* 
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Due*— Litemational Chamber of Com- 

meroe $ 88.40$ 88.40 

Auditing $ 100.00 100.00 

Sundiy 788.18 829.88 200.80* 

Extraordioaiy Expenies 188.58 188.58 

President's Fund 728.84 728.84 

RefundofDues 54.16 54.16 

Securities Puidiased 70,584.60 87.247.60 16,718.00 

Blue^Summaiy 8,280.91 8,280.91 

StenognphicRcp^ 741.49 794.84 58.85 

BookRefunds 4.80 4.80* 

Committee Eipenses (Exhibit n) 11,871.80 20,088.57 8,167.27 



Total Disbursements $186,819. 27 $161,801. 12 $25,481. 85 

Balance at Ein> of Pebiod: 

Cash in Bank and on Hand 24,581.29 9,898.16 14,688.18* 



$160,900. 56 $171,694. 28 $10,798. 72 

ExkOfHII 

COfiiPARISON OF COMMITTEE EXPENSES 
FOE THE FISCAL YEABS^ENDED AUGUST 81, 1921 AND 1922 

Fiical Years Ended Increase 

Auguei 31 or, 

ParUeulars 

Educational $ 6,284.98$ 

Forogn Securities 

Fraudulent Securities 

Government Bonds 

Groiq> Organiiation 

Industrial Conference 

Industrial Securities 

Irrigation Securities 

Legislative 

Membership 

Municq>al Securities 

FMSaty 

Pdblic Service Securities 

Bailroad Securities 8,640.00 

Bcal Estate Securities 

Rfriamation Securities 

Syndicate Agre e m en ts 

Taxation 

Total (Exhibit II) $11,871.80 $20,088.57$ 8,167.27 



mi 


19t9 


Decrease^ 


$ 6,284.98$ 


89.90$ 6,145.08* 


502.50 


14.20 


488.80* 


8.18 


6.00 


2.18* 


12.25 


8.75 


8.50 


28.20 


18.20 


5.00 


27.08 


120.00 


92.97 




84.50 


84.50 


245.87 


10,956.45 


10,710.58 




184.06 


184.06 


494.20 


462.70 


81.50 


5.00 


1,498.78 


1,488.78 


214.00 


820.88 


106.88 


8,640.00 


8,878.84 


261.66* 




168.44 


168.44 


188.17 




188.17* 


275.92 


2,792.97 


2,517.05 
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ExMbUIII 

COMPARISON OF INCOME AND EXPENSES 
FOR THE FISCAL YEARS ENDED AUGUST 81. 1921 AND 1M2 

FUcal Year* Ended Inerease 

Augtut 31 Of 

Partieulare 19il 192B Deenaee* 
Incoiib: 

Dues and Fees $84,572.^186,662.50 $2,0fM).00 

Refunded 54.16 54.16 



Net Dues and Fees $84,572. 50 $86,608. 84 $2,085.84 

Educational and Reclamation Books. . . . 2,767.67 1,252.25 1,515.42* 

Bulletin Binders. 12.75 11.00 1.75* 

Real Estate Pamphlets 11.00 11.00 

Interest on Bank Balances 1,281.01 1,288.01 48.00* 

Interest on Securities (Net) 4,581.18 5,880.00 1,257.06 

Total $88,215.06 $04,054.68 $1,780.68 



Special Counsel $ 2,570.00$ 4,846.29 $1,767.28 

Oi^ce Counsel. 2,400.00 2,400.00 

Committee Counsel 5,282.06 8,134.78 2,852.72 

OffioeSalaries 18,280.00 15,872.70 2,142.79 

Convention Expenses. 8,067.45 8,621.68 554. 18 

Traveling Expcoises 1,006.00 518.07 488.88* 

Rent 4,860.00 4,500.00 140.00 

Printing, Postage and SUtionery 8,980. 97 8,250. 84 680. 18* 

Telephone and Telegraph BS5.S7 861.80 825.93 

Publishing Annual Proceedings 8,772.02 8,690.65 81.87* 

Bulletin Service 7,345.07 4,795.80 2,549.77* 

Dues and Donation — Chamber of Com- 
merce U.S.A 1,800.00 300.00 1,000.00* 

Dues — ^International Chamber of Com- 
merce 83.40 88.40 

Auditing 100.00 100.00 

Sundry 789.13 529.38 209.80* 

Extraordinary Expenses 188.53 183.53 

IVesident's Fund 723.84 723.84 

Blue Sky Summary 3,280.91 3,280.91* 

Stenogn^hic Reports 741.49 794.84 53.35 

BookRefunds 4.80 4.80* 

Loss on Sale — ^Furniture and Fixtures 174.40 174.40 
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Comiiiittees: 

Educational $ 6,284.98 $ 89.90 $ 6,145.08* 

Foreign Securities SOSt.SO 14.20 488.60* 

FVaudulent Securities 8.18 6.00 2.18* 

Government Bonds 12.25 8.75 8.50* 

Group Orguitsation 28.20 18.20 5.00* 

Industrial Securities 27.08 120.00 92.97 

Irrigation Securities 84.50 84.50 

Legislative 245.87 10,956.45 10,710.58 

Membenhip 184.06 184.06 

Municipal Securities 494.20 462.70 81.50* 

Publicity 5.00 1,498.78 1,488.78 

Public Service Securities 214.00 820.88 106.88 

Raiboad Securities 8,640.00 8,878.84 261.66* 

Real Estate Securities 168.44 168.44 

Syndicate Agreements 188.17 188.17 

Taxation 275.92 2,792.97 2,517.05 

Total (Exhibit ni) $65,546.47174,419.56 $8,878.09 

Net Income carried to Suiplus (Exhibit IV) . . $27,668.59 $20,585. 18 $7,188.46 



BALANCE SHEET, AUGUST 81, 1922 

AaaxTB 
Cash: 

In Bank $ 9,698.16 

Petty Cash Fund 200.00 $ 9,898.16 

Invbbtmemtb and Accrued Intebsbt: 
U. S. Certificates— 

4Ji% $51,090.20 

5Ji% 25,000.00 

5H% 25,000. 00 $101,090. 20 

Fourth Liberty Loan 4^% Bonds 12,247. 60 

Interest Accrued 2,854. 25 $116,192. 05 

FUBNITUBB AND FiXTXTBBB (at Cost) 2,457.81 

$128,542.52 
nst wobth 

Advance Dues— 1922-28 $ 25.00 

Revenue Subplub: 

Balance, September 1, 1921 $107,982.39 

Net Income for Fiscal Year ended August 

81, 1922 (Exhibit HI) 20,585. 18 $128,517. 52 

$128,542.52 

Unsold Educational Books aggregating 2,795 volumes and amounting to 
$4»891 . 25 at selling prices were not set up on the records. 
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The Preridenl: Gentlemen, I would like to have the Secretary 
add a word or two to clarify these two reports. 

The Secretary: I have been asked by one of our members to 
state that the figures showing our assets to be $128»000 have 
nothing to do with the dues which have been collected during the 
month of September. We collected over $70»000 in dues during 
the month of September so that today our assets are practically 
$200»000. We sent out one bill for dues for $77,000, and on that 
one bill we have received all but about $7500, which is still owing. 
No further biUs will be sent. At the expiration of 90 days members 
who have not paid their dues will be automatically cancelled. 

The figures in support of the statements made by our Committee, 
as contained in the audit of Arthur Andersen & Company, are on 
the Secretary's desk for your inspection at any time. 

The President: The next report to which we shall listen is the 
Beport of the Membership Committee of which Mr. Brogden is 
the chairman. I want to say that Mr. Brogden has, by reason of 
the circumstances and the large number of applications we have 
had for membership during the year, had an unduly strenuous 
year of it. I think that all of us who have come in contact with 
the work of the Committee are impressed with the fidelity, the 
energy and the fairness with which the work has been carried on. 
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REPORT OF THE MEMBERSfflP COMMITTEE 

The IMl Membership Committee emphasised the necessity of safeguarding 
in every possible way against the admission of firms which would not reflect credit 
on the Association. With this idea in view the Board of Governors at its meeting 
hdd in Pittsburgh, January 20, last, adopted the following resolution: 

**Be It Eudbed, That it is the sense of the Board of Giovemors that 
Membership in the Association shall* as a general rule, be limited to 
firms which have been established not less than two years; 

That this general practice may be waived by the Board when one or 
more partners in the new firm has previously been a partner in a firm 
member of the Assodation, or an executive official of a corporation 
enjoying membership and that the Membership Committee be instructed 
to call the Board's attention to all applications which are covered by the 
exceptions mentioned. *' 

This resolution has been of great assistance to your Committee and the 
two-year rule has been strictly applied. No houses have been admitted without 
the endorsement of the local Groups, nor without the unanimous vote of your 
Committee. 

Your Committee feeb that membership in the Association is a very great 
asset to those possessing it and that each individual member should use every 
effort possible to guard against the admission of firms that will not reflect credit 
on the Association. 

Your Committee has had firms recommended because the sponsors knew 
nothing detrimental to them, and others because they were sponsored by reputable 
houses. Your Committee feels that when a Group or individual member recom- 
mends a firm for membership they should make it their business to know the house 
win reflect credit on the Association. Good-fellowship is out of place and might 
be the cause of reflecting discredit on the Association. 

The Membership Committee feels that the Association cannot be too careful 
in selecting new members; that the two-year rule should be really lived up to, and 
that it should be a rare exception when a firm is admitted to membership that does 
not qualify within this rule. 

The splendid assistance rendered by the Secretary's Office, the Executive 
Committees of the local Groups, and the many individuals called upon is gratefully 
acknowledged by your Committee. 

NUMBKB OF ApFUCATIONB HaNDLBD 

1021-1922 

ApplM!ations filed 94 

Applications approved 41 

Applications rejected 84 

Applications pending 19 

Anilications of 1920-1921, approved 1921 18 

Total number of applications approved 59 
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MEMBEBSHIP COMMITTEE RECORD 

Seftsmbeb 1» 1921, TO Anoura 81, 1M2 
Applications Appboysd 

BerdeD Brothen New York 

A.T.BeU&Co Toledo 

Western Bond & Mortgage Company Portland, Ore. 

Robertson k Ewing Portland, Ore. 

Bond & Goodwin k Tucker, Inc San Francisco 

Irying National Bank New York 

Murphy, Favre & Co Spokane 

Minneapolis National Bank Minneapolis 

Pearaons-Taft Company Chicago 

Goodwillie fc Co Chicago 

OmahaTnistCo Omaha 

Daly, Seddon Company St. Louis 

Fred'k £. Nolting & Co Richmond, Va. 

Investment Registry of America Philadelphia 

Bradford, Weeden & Co San FVandsoo 

NcNTthem National Bank Duluth 

L. R. Ballinger Co Cincinnati 

F^riedman, D'Oench & Duhme St. Louis 

Justus F. Lowe Co., Inc Minneapolis 

Best k Gagg Co Milwaukee 

Atlantic Thist Co Baltimore 

Louisville National Bank Louisville 

Kimball, Russell It Co Boston 

Love, Van Riper k Co St. Louis 

Reinholdt & Co St. Louis 

Bainbridge & Ryan New York 

Ernest S. Tanner & Co Oakland, Calif . 

Sheridan Thist k Savings Bank Chicago 

Wm. P. Harper & Son Seattle 

McKinley & Morris . New York 

Lehman Bros New York 

Stein Bros, k Boyoe Baltimore 

Howard G. Rath Co Los Angeles 

Northland Securities Co Minneapolis 

Fidelity IVust Company Buffalo 

Security Savings k Trust Company Portland, Ore. 

Peoples Savings k Trust Company Pittsburgh 

Clark Williams & Co New York 

Charles Messenkopf & Co Erie, Pa. 

C. D. Briggs & Co Toledo 

W. K. Terry & Co Toledo 

Warner k Company, Inc Boston 

R. E Field & Co Cincinnati 
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Appucations Approved {e(nU*d) 

F. B. Keech & Co New York 

Gates. White fr Co St. Paul 

Pinckard, Shaughneasy & Anderson San F^nncisco 

JameB N. Wright & Co Denver 

Thayer, Baker & Co Philadelphia 

Vermont Loan & Thist Company Spokane 

Branch-Middlekauff Investment Co Wichita 

Minton, Lampert k Co Chicago 

Chamicey, Hayes & Lord New York 

Edmmids Brothers Boston 

Harrison & Co Philadelphia 

Wm. Cavalier & Co Oakland, Calif . 

City Savings & Trust Co Vicksburg, Miss. 

Peoples Savings Bank & Loan Co Vicksburg, Miss. 

Aemilius Jarvis & Co., Ltd Toronto 

T. H. Saunders Co Cleveland 

Pending Appucations 

Sutro St Kimbley New York 

Security TVust Company Lexington, Ky. 

J. J. B. Hilliard & Son Louisville 

Lewia-Dewes & Company, Inc Chk»go 

R. M. Grant & Co., Inc Chicago 

Kanam^ Bankmg & Trust Co Charleston, W. Va. 

Frank B. Cahn It Co Baltimore 

f^ank, Rosenburg & Co Baltimore 

Colgate & Cox New York 

Knight, Cramble & Co St. Louis 

Backus, Fordon & Co Detroit 

Brandon, Gordon & Waddell New York 

James T. Nachob & Co Omaha 

Mackie, Crouae Co Philadelphia 

Newman, Saunders & Co., Inc New Orleans 

Citizens National Bank (second application) . . Los Angeles 

Wheat, Williams & Company, Inc Richmond, Va. 

Puget Sound Bank & Trust Company Taooma, Wash. 

Union Thist Company of San Francisco. . . . San Francisco 

Respectfully submitted, 

John G. Broqden, Chairman 

The Prendent: Next in order is the Report of the Raiboad 
Securities Committee, of which Mr. Pierpont V. Davis, of the 
National City Company, New York, is the chairman. Mr. Davis 
is not here, and one of the other members of the Committee will 
present the report for him. I believe Mr. Dibblee has consented 



5£ ELEVENTH ANNUAL CONVENTION 

to make that report. The report he will make is in the nature of 
a summary. The report itself, at large, contains a great deal of 
very valuable information. Every member of the Association, par- 
ticularly those interested in this class of securities, will do well 
to use this book in posting himself on the important phases of 
the railroad problem. 

Mr. DibUee (E. H. Rollins & Sons, San Francisco): Mr. 
President and Gentlemen: I have here, as the President has stated, 
a summary of the report, in six pages, written by Mr. Davis. It is 
hardly necessary for me to read that simmiary, because you will all 
get the report* itself, which is a very carefuUy drawn and excellent 
document, I am sure you will find. The report deals entirely with 
the subject of railroad valuations, and explains the method of the 
valuation of railroads, and the way the valuation is arrived at, and 
the reasons for those valuations which are now being made. The 
national government passed the Valuation Act in 1913, since 
which time (75,000,000 has been spent by the railroads and by 
the Valuation Bureau, in valuing the railroads. The work has 
gone to such an extent that the Interstate Commerce Com- 
mission has placed a total value on the railroads of $18,900,000,000, 
and the most interesting thing about this report is that the total 
capitalization of all the railroads of the country in the hands of 
the companies is $16,500,000,000 outstanding capitalization. In 
other words, the value of the properties is somewhere in the 
neighborhood of 12% in excess of all securities outstanding. 

**'The Federal Valuation of Railroads" diMtribuUd in the form qf a bookUl ai 
the ConeewHon, Copiee are on file in the Office qf the SeereUnrff. 
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REPORT OF THE COMMITTEE ON 
RAILROAD SECURITIES 

For nine yean the Interstate Commerce Commisrion* throu^ its Bureau of 
VahiatioiM, has been engaged in the monumental task of valuing the property of 
all the railroads in the United States. This work is now approaching completion 
and in view of its importance it seemed advisable for the Committee on Railroad 
Securities to devote its annual report wholly to this subject. This rqport, which is 
submitted herewith in pamphlet form, contains nearly forty pages of text and a 
supplement giving detailed valuation figures for sixteen railroads. 

The Conunittee wishes to take this opportunity to admowledge its obligation 
to Messrs. H. H. Copdand & Son, New York, who have generously given of their 
time to assist us in the preparation of the tables in the supplement, and have per- 
mitted us to draw fully upon their studies. It may be of interest to know that the 
valuation maps and statistics published by the Copeland firm can be purchased by 
bond houses. 

When the tentative valuation of a railroad property has been completed it is 
served on the railway company and copies sent to the governors and public service 
commissions of the states in which the property of the company is located, and to 
the Attorney-General of the United States. The reports are not printed but 
mimeographed and because of the limited number prepared additional copies are 
diflicnlt to obtain. Even if the reports were easily obtainable it is doubtful if th^r 
would be of much service except to those who are thoroughly familiar with the 
whole subject 

The report of the Railroad Securities Committee aims to explain as simply as 
the technical nature of the valuation work permits, the theories which underlie 
the Commission's application of the law, some of the dlfliculties which have been 
encountered and some of the results which have so far been obtained. 

The Valuation Act, which is Section 10a of the Interstate Commerce Act, 
was iq>proved March 1, lOlS. The Commerce Commission promptly created a 
bureau of valuation to direct the work, on which over $75,000,000 has been ex- 
pended by the Government and the railroads to date. 

The public has not appreciated the importance of this work and it is possible 
that many bankers do not understand the possible effects on railway credit which 
the valuation on individual railroads may have. The question is sometimes asked 
of what good are the valuations when they are made. The Interstate Commerce 
Act contemplates various uses. Under Section 15a of the Act, the Interstate Com- 
merce Conmiission is required to prescribe rates under whic^ the carriers may earn 
an aggregate net railway operating income equal as nearly as may be to a fair return 
on the aggregate value of the railway property used in the service of transportation. 
Hiis aggregate value, when finally determined, will be the sum of the values of the 
individual railroads as determined by the Commission, subject, however, to judicial 
review. In this connection it should be remembered that "final value" of any rail- 
road proptfty as reported by the Commission is prima facie evidence of the value 
of the property in all proceedings under the Act. As prima facie evidence this final 
value would of course carry great weight in any hearing, but the Commission has 
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no power to fix the final value of itself and oonqiel its aooeptanoe by a carrier, for 
the latter would stiU have the right to go into court and attack such valuation. 
The Commission is a body with powers delegated by a legislative body and its 
acts are, therefore, subject to judicial review. None of the figures reported by the 
Conmussion as final value has been accepted by any of the Class 1 carrien without 
protest. Thus, the aggregate value, when ultimately ascertained, will be a deter- 
mining factor in the rate structure. 

Again, you will recall that the earnings of the individual carrier in excess of a 
6 per cent return on the value of its property is, to the extent of 50 per cent, subject 
to recapture by the Government. Here the importance of the valuation to the raU- 
way security owner, especially the stockholder, is manifest. 

Valuations vnil also play an important part in the consolidation of various rail- 
way properties contemplated by the Transportation Act, as the law requires that, 
where such consolidations are nuide, the par value of the capitalization of the com- 
bined companies must not exceed the value of the merged properties. There are 
still other uses to which the valuations may be applied, which are indicated in our 
pamphlet report. 

The Valuation Act directed the Interstate Commerce Commission to find and 
report the value of all the property owned or used by every carrier subject to its 
jurisdiction. The Commission is required to ascertain and report in detail, as 
to each piece of property owned or used by every carrier (a) the original cost to 
date, (6) the cost of reproduction less depreciation, and (c) an analysis of the 
methods by which these several costs were obtained, and the reasons for their dif- 
ferences, if any. 

The Commission is required in like manner to ascertain and report separately 
other values and elements of value, if any. 

The Act also formerly required that the original cost of all lands, rights of way 
and terminals owned or used for common carrier purposes be given and the present 
value of the same and the condenmation costs. By an amendment approved last 
June, the Commission's duty was limited to the finding of original cost and present 
value of lands. 

To find "original cost*' the Bureau of Valuation examines the books and 
records of the carrier and endeavors to ascertain the actual cash outlay for road, 
lands, equipment, etc. In very few cases, however, has original cost been found as 
early records have been lost or have proved to be veiy incomplete. Furthermore, 
even though original cost could be correctly ascertained, it would not appear to be 
important. The United States Supreme Court in the "Minnesota Rate Cases" 
held that, "as the company may not be protected in its actual investment, if the 
value of its property be plainly less, so the making of a just return for the use of the 
property involves the recognition of its fair value if it be more than its cost. The 
property is held in private ownership and it is that property, and not the original 
cost of it, of which the owner may not be deprived without due process of law." 

"Cost of Reproduction New" is determined by engineering field parties who 
examine the physical properties and estimate the amount of work and materials 
in the track, structures, equipment, shops, etc. The date of the inventory is arbi- 
trarily selected; for some roads it is June SO, 1915, for others, 1916, 1917 or 1918. 
But it is most important to bear in mind that in all the valuaUons the wages of 
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labor and prices of materials are those which prevaOed on June 90, 1914. The 
aobsequent fluctuations m the price and wage level are thus eliminated and a road 
which was valued as of June 90, 1018, has no more war inflation in the figures than 
one whidi was valued as of June 90, 1014. 

One of the objections raised by the railroads to the methods of the Bureau 
of Valuation is the selection of 1014 prices as a unit of measurement. The carriers 
protest that the price level of that date was unfairly low for measurement. 

"Cost of Reproduction less Depreciation" is found by applying varying per- 
centages of depreciation to the schedules found in cost of reproducticm new. For 
example, the cost new of the properties owned and used by the Big Four Railway 
on its valuation date of June 90, 1019, was reported as $158^000,000, and the de- 
predated cost $128,000,000, or 80 per cent of the cost new. 

Present land values are detetmined by ascertaining the value of adjacent and 
adjoining lands, whether urban or rural, and ai^Iying such prices to the carrier 
lands on an acreage basis. This method allows nothing for condemnation costs 
and is protested by the railways. The Commission in the Kansas City Southern 
Case allowed a tentative valuation of its lands of about $4,900,000. The company 
contends that cost of its lands on the valuation date by purchase or condemnation 
was nearly $19,000,000. 

The Act also requires the Conunission to find *' other values and elements of 
value, if any.*' Therefore, in aU the recent valuations served, after stating the 
costs of the road, equipment, lands, etc., the Commission reports a figure which it 
calls "final value" — such figure being arrived at "after careful consideration of 
all the facts . . . , including appreciation, depreciation, going^oonoem value and 
woridng capital, including materiab and supplies, and all other matters which 
appear to have a bearing upon the values here reported." 

The late Director of the Bureau of Valuation, Judge Prouty, recommended 
that in reaching "final value," an allowance of about 7^ per cent of the cost of 
reproducing a road, excluding land, should be added to cover going-concern value 
and appredataon. 

In the tables in the supplement of the report of your Committee the new and 
depredated values as of the inventory date axe set forth in some detail. In every 
instance the figures are taken from the valuations as served by the Interstate Com- 
merce Commission. However, the additional investment from the inventory date 
to Dec. 91, 1021, the cash and materials and supplies on hand and the capitalisation 
figures have been prepared by the Committee in collaboration with Messrs. H. H. 
Copdand & Son. 

While the Commission is directed to find the value of all the properties, so- 
called ncm-carrier lands and outside investments are not included in the final 
value reported. 

While the valuation of the railroads is incomplete, the work has progressed so 
far that the results were very useful to the Commission in placing a tentative value 
on the property of the carriers in the 1020 rate case. This value was given as 
iqyproxtmatdy $18,000,000,000, and in the 1022 rate decision the Commission 
wrote that it saw no reason to disturb the figure previously found. 

As the net amount of railway capital hdd by the public is about $16,500,000,- 
000, it is dear that such cases of overcapitalization as exist are more than offset 
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by other caKS of undarcapitaluatioii. Your Comniittee, thefcfore, oondudes that, 
in general, the findings in the federal valuation of the railmada of the country will 
unquestionably enhance railway credit. 

Respectfully submitted, 

Pdebpomt V. Datib» Chamnan 

The President: Next is the report of the Committee on Educa- 
tion, Mr. Lawrence Chamberlain, Chairman. 
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REPORT OF THE EDUCATION COMMITTEE 



Hie Educatioii Gomiiiittee has nnderUken no new publications tliis year. 
"The Woric of the Cashier's Cage" has been delayed in presentation owing to the 
prolonged illness of its author* Mr. F. S. Todnum. However, the typewritten 
draft of the text is in the hands of the Education Committee and the book should 
be in the hands of the printer very shortly. 

Dr. Thomas Conway has been repeatedly delayed in his litcfary woric His 
promised book on '* Public Utility Securities" was due last September. The illness 
of his statistician for a period of months and his own varied engagements have 
been the leading causes of this delay. More recently the untimely death of BCr. 
Bobert M. Stinson has thrown on him, as technical adviser, an unexpected amount 
of protective committee work. Dr. Conway now hopes to have his book before 
the Committee by February 1st. 

It has seemed appropriate that the Churman of this Committee review from 
time to time in the Bulletin of the Association, new books on financial subjects 
that might have an appeal to our members. If the idea continues to meet with 
favor the practice wiU be continued. 

One of the books reviewed by your Chairman, entitled "Investments" by 
David S. Jordan, ia of unusual interest to the members of our Association and 
particularly to the Education Committee, because it ii an example of the far- 
readbing results of the Committee's work. Some of the former members of the 
Board of Governors will recaU that years ago when the Chairman of the Education 
Committee was making a plea for the crystallixation of sound investment theory 
under the guidance of the Association, by the creation of courses in finance in 
types of bonds and collateral subjects, the plea was made that such texts would 
be the subtlest and most far-reaching propaganda in favor of sound investment 
that it would be possible to establish. It was contended that many a professor of 
economics, particularly in the smaller institutions of higher learning, removed 
from financial centers, called upon by the demands of the time to give courses in 
finance and collateral subjects, would gladly welcome a series of guides for the use 
of his students. These students, by this means more properly prepared for later 
financial work, would benefit the investment community in their turn. Further- 
more, that the crystallization of sound investment principles would assist in the 
creation of sound investment leadership — ^not only leadership originating within 
the halls of learning but later through the press and the security market places. 
Therefore, it is with saUafaction that we read in the introduction of this excellent 
book that "The Outline of a Course of Study in Investments, prepared by the 
Investment Bankers Association of America, has been followed to a large extent 
in the presentation of the material in these pages." 

Similarly a careful examination of the recent book by Walter E. Lagerquist, 
Ftofessor of Finance in Northwestern University, entitled "Investment Analysis," 
will show that in the preparation of his work he had constantly in mind the various 
activities of the Association as evidenced by proceedings in Convention, Bulletins, 
Reports, etc., particularly (page 4, footnote) he says: 
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'*G>miiiendatioii abould be made of the e£Fort8 of the Investment 
Bftnken Aiwocmtion in educating its own members along technical lines. 
The work which this Association is doing in this regard is not f uUy appreci- 
ated outside the Association itself, though it will prove, eventually, to be 
among the most effective and permanent of its efforts.' 



t> 



Appended to this report are the receipts and disbursements of the Comnuttee 
from 1917. The figures are rather interesting. There has been disbursed during 
these six years $12,155. The income from the sale of books has been $0,759, 
leaving an unbalance of $6,396, over against which there are on hand at the 
present time 2,795 volumes of the six publications of the Committee, representing 
an inventory value, at market (not cost) price of $4,891. This is a pleasant sub- 
stantiation, more or less, of the prediction your Chairman made in 1916, when this 
Committee was formed, that in the course of time he believed it would be self- 
supporting. There is also appended to this report the number of each of the texts 
that have been sold from September 1, 1921, to September 1, 1922. 

DlSBUBSEMEim : 

1917 $ 273.42 

1918 4,981.70 

1919 32.53 

1920 542.88 

1921 6,234.98 

1 922 to date 89 . 90 

$12,155.41 

Income: 

1918 $ 587.74 

1919 628.68 

1920 545.15 

1921 2,745.17 

1922 to date 1.252.25 

— $ 5,758.99 

Excess Disbursements oveii Income $ 6,396.42 

Books on Hand. September 1, 1922: 

Corporation Finance and Investment 404 

The Stock Exchange Business 370 

Railroad Securities 393 

Industrial Securities 509 

Legal Aspects of the Transfer of Securities 218 

^Individual and Corporation Mortgages 811 

2,795 
Retail price per volume $1.75 $ 4,891.25 



*BdEdUion. 
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Books dutributcd during fiscal year, beginning Sept. 1, 1981 

COSPQHAXTON FiNANCB AND ImTBBTMENT: 

118 copies sold, 8 complimentary copies distributed. 

Thb Stock Exchanox Buunbbb: 

81 copies sold* 7 complimentary copies distributed. 

Railboad SscuBnaB: 

178 copies sold. 9 complimentary copies distributed. 

IfcouBmiAL SicuBrmB: 

147 copies sold, 7 complimentary copies distributed 

Lboaii Abfbctb of thb Tbanbtee or SacirRTnxB: 

127 copies sold, 8 complimentary copies distributed. 

InDIYIDUAL AMD CoSFOBATION MoBTOAOBB: 

!MI copies sold, 10 complimentary copies distributed. 
Total Coptbb sold during year, 745; of which 40 were complimentary. 

Respectfully submitted, 

Lawrence Chamberlain, Chairman 

Mr. Chamberlain (Lawrence Chamberlain & Co., New York): 
There is another work that the Chairman of the Education Com- 
mittee has been concerning himself with in behalf of the Association 
which the President desires him to comment on — ^that is the pos- 
sible propriety of the Association as such being interested in the 
establishment of a national financial library. The idea originated 
a number of years ago in connection with the reassimilation of 
American securities placed abroad, and in the purchase of foreign 
securities to adjust the unbalance of trade. 

Mr. Lamont, as Chairman of the Foreign Securities Committee, 
had the matter under advisement in his committee. Later on, the 
work was taken up by Mr. Wiggin and more recently by Mr. 
Hodges. Mr. Hodges was compelled by the death of his partner 
to surrender to the speaker the task of looking into the desirability 
of the establishment of such a library. 

The idea was not, and is not, I think, that the Investment Bank- 
ers Association of America should be primarily responsible for the 
establishment of such a Ubrary if it was deemed advisable, but 
merely that it should be one of the contributing factors to such an 
establishment. It seems to the speaker that the logical principal 
sponsor for such a library would be the American Bankers Asso- 
ciation. I think the President desires a general expression from as 
many as have an opinion as to the usefulness of such a library, if 
established, to the members of this Association. 
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The practical mechanics of the problem are something as follows : 
There exists in New York at the present time a veiy valuable 
library that Professor Dewing of Harvard considers the second best 
financial library in the country. This library is a nucleus for such 
an undertaking which offers no immediate expense. It might be 
purchased over a number of years or might be returned eventually 
to the present owner, if that seemed the best ultimate disposition 
of it. But we could begin with this very substantial nucleus to 
such a national Ubrary and I think that the principal banks in 
New York having libraries would be very glad to consider donating 
a large part of their collections toward an amalgamated library 
to reduce the expenses of maintenance and accretion. 

The idea was that if this were undertaken this library might be 
given a space in one of the civic associations of New York near the 
financial center, and that the cost of maintenance of such a library 
might be at the start between $25,000.00 and $50,000.00 a year. 

I have discussed the practicability of the scheme with six of 
eight librariajis in the city of New York, including the pub- 
lic librarian, the librarian of the Engineering Society and others, 
and also with some of the bank presidents and vice presidents 
that are particularly interested in this aspect of the banking busi- 
ness. There is undoubtedly a very strong sentiment in New York 
in favor of the establishment of such a library. 

Naturally, as far as the Association is concerned, it is interested 
in how such a library might be available and serviceable to the 
members outside of the city of New York. It is undoubtedly true 
that New York is the logical place for the establishment of a 
national library at the present time and probably would be for a 
number of decades to come. 

It is also equally logical that the benefits to be obtained from 
such a library would be more manifest and evident to people that 
are easily in physical access to such a library in the city of New 
York. The experience of all the commercial libraries in the city 
of New York is that their members are able to get great benefit 
from them, even though they reside a thousand or two thousand 
miles away. 

Such a library would, naturally, be the repository of many 
documents that are now housed in certain trust companies in New 
York for the benefit of certain classes of our members, it seems 
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to me. It would also be the natural clearing house for the in- 
vestigation of very many of the problems that are before us as 
investment bankers. I was discussing with one of the middle 
west bankers yesterday the matter of a thorough investigation of 
drainage districts securities, and the laws governing them. He 
told me that, although there is an immense amount of very val- 
uable material lying hidden away in the archives of various or- 
ganizati<ms, there has been no general effort to get this material 
in such form that it would be serviceable to all those dealing in 
this type of bonds. Such a library would naturally be the place to 
house this material; and the staff of the library would naturally 
be the proper medium for the collating of the material, and 
getting it into such shape that it would be available to members 
interested in this type of securities. Such a condition would be 
equally true of any other of the activities of the Association. 

The matter of cost, is, of course, important. So far as the library 
is to be sustained by the Association, it would be a simple matter, if 
this Association was interested in the project, to make a modest 
appropriation each year, just the same as we do to the National 
Chamber of Commerce. Then the specific service that the li- 
brary might render to individual members would, and probably 
should, be paid for on a per-diem basis, or per-hour basis. That 
is the way these libraries are usually run. If a house in Spokane 
desired the investigation of a certain mortgage in New York City, 
the request would be sent by wire, and the work would probably 
be undertaken on a per-diem basis or a per-hour basis. Transla- 
tion from foreign languages, in connection with foreign govern- 
ment bonds would be imdertaken in the same way. , One of these 
commercial libraries in New York, with an income of something 
over $50,000.00 a year, derives about a third of its income from 
these miscellaneous fees received from its members for special 
work undertaken. Is that about what you had in mind? 

The President: Yes; thank you very much. 

The library question is one which, as Mr. Chamberlain stated, 
came up some years ago. As a matter of fact, the original 
suggestion of the need of such a library was incorporated in 
a report by Mr. Thomas Lamont, who Was Chairman of our 
Foreign Securities Committee at that time. Mr. Wiggin, of the 
Chase National Bank, who has been Chairman of the Foreign 
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Securities Committee this time, is in sympathy with the need and 
the desire to have such a libraiy. If there are any of our members 
who have any opinion to express so that the officers of the Asso- 
ciation may know just how widespread such a need or demand is, 
it would help very much if they would now express their views. 
One of our difficulties on this whole question would seem to be 
largely embodied in the fact that the location of the library would 
be at one point, whereas our membership is scattered throughout 
the country. It would be necessary and I would suggest that if 
anyone has not a definite opinion which he cares to express on the 
floor it would be very helpful if he would write a letter either 
to the Secretary's Office or to the Chairman of the Education 
Conmiittee expressing his views. It is very necessary if we are 
to handle these things in the interest and to the satisfaction of 
our members that we have the help of the members in determin- 
ing what that action should be. Apparently there is nobody that 
cares to take the floor and express an opinion. So we will go 
on with the next report. Mr. Tillotson, of Tillotson & Wolcott 
Company of Cleveland, is the Chairman of the Marine Securities 
Committee. He is not present, and we have asked Mr. Geo. de B. 
Keim, of Chandler & Co., Philadelphia, if he will kindly read the 
report. It is not Mr. Keim's report, he is not on the Committee; 
so he is simply doing this in the interest of carrying on the work. 
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REPORT OF THE MARINE SECURITIES 

COMMITTEE 

After oonndersble correepondeiioe between memben, a recent attempt was made 
to liold a meeting of the Committee in New York. Unfortunately, due to the geo- 
graphical location of one member and the abeence of another, only two were able to 
bepreaent. 

In the correspondence above referred to, the Subsidy Bill and suggested modi- 
fication of present laws relating to shipping operations had been discussed. During 
the year all of the members of the Committee have had conversations or corre- 
spcmdenoe with men actively interested and experienced in marine transportation 
and therefore were able to give the subject quite serious consideration. It is obvious 
that the present laws make it difficult, if not impossible, for ships under United 
States registry to successfully compete with foreign-owned tonnage. If our country 
is to have a merchant marine for overseas trade either there must be a modification 
of laws ISO that operating cost can be reduced, or there must be some way devised 
that earnings may be increased. Without one or the other our ships will again dis- 
appear as they did in the middle of the last century. 

This country has just cause for pride in its low cost of transportation and it 
seems to be the opinion of all that these costs must be kept to a minimum. Com- 
petition generally fixes the level of freight rates, although there are at times other 
determinating factors. Advocates of a subsidy believe, if this country has a Urge 
merchant marine, freight rates will be reasonably low and that because American 
products will be almost exclusively transported in American ships the results will be 
reflected in much greater prosperity for all kinds of business. They point out that 
before the war Americans disbursed hundreds of millions of dollars in freight charges 
to foreigners and they say that had these vast sums been kept here the advantages 
derived therefrom would have been apparent to everyone. They, point out that 
when this country went into the Great War it was without ships suitable for the 
movement of troops and supplies and that without the English merchant marine 
our aid for a considerable time would have been negligible. They present figures 
and arguments strong enough to demand deliberate consideration of the subject. 
Opponents of the plan believe that government aid is a tax; that such a tax will add 
a further burden on the vast interstate business which has no direct connection with 
foreign trade, and that if such legislation is adopted, comparatively few industries 
will be benefited. Some opponents of the plan believe that any form of subsidy is 
economically unsound. They argue that the world now owes us a vast sum which 
cannot be collected in money but can only be realijEcd upon by the exchange of goods 
and services. They say that if we bar by means of a high tariff the importation of 
goods and then seek by subsidy to monopolise transportation there will be no 
possible way left for our foreign debtors to begin the liquidation of their debts. 
These opponents of the subsidy plan believe in a full exchange of commodities with- 
out any restriction except such as are created by natural laws. They argue that 
the return of economic stability in Europe will be deterred by the proposed legis- 
lation and that the results to American business by such delay will be far more in- 
jurious than the results of European competition. They, too, present arguments 
which make one hesitate in making a decision. 
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The Gomiiiittoe finds that the great majority of ship owners, managers and 
builders are in favor of some form of governmental assistance, but there is some 
opposition in their ranks and considerable hostility to the proposed Subsidy Bill 
from other business and agricultural interests. Fh>ponents of the plan believe that 
it would be unwise to try and revise the present laws governing shipping and that 
any attempt to try to do so would fail. If this is true then government aid is ab- 
solutely necessary, but the members of the Committee believe that an effort should 
be made to make our operating costs more nearly on a basis with competitors. 
There seems to be a unanimous feeling in all clsssct of business that the Govern- 
ment should promptly retire from the shipping business, and that the Shipping 
Board and fleet corporations should be promptly dissolved. 

Your Conmiittee concurs in this opinion. 

The Committee believes that the question of subsidy is one d great importance 
and that no Congressional action should be taken without f uU oonsideiation by 
competent, disinterested authorities. Hie Committee feels that the American 
business interests as a whole have not taken time to seriously consider the measure 
now pending in Congress. The present bill provides that the administration shall 
be in the hands of the Shipping Board. The Conunittee, therefore, recommends 
that Congress be asked to delay passage of the bill until it can have full considera- 
tion and that, if any subsidy is to be adopted, its administration should be in the 
hands of some existing executive department of the Government, either that of the 
Treasury or of the Departments of Conmierce and Labor. 

We regret that the members are not unanimous in thdr ideas concerning the 
question of subsidy, except that it may be wise to have some fonn of assistance to 
ships which may be called upon to act as transports during time of war. Until 
governmental policy is finally announced and some means are taken to assure 
profitable operation; and until there is some stability in conditions abroad, there 
can be no considerable dealing in securities based upon overseas transportation. 

Respectfully submitted, 

E. G. TiLLOTBON, Chairman^ 
Batabd T. Pops, Caneuning 

The PreMent: Is there any comment on this report, any dis- 
cussion? So that the Committee and the succeeding Committee 
may have the expression of opinion of the Association, I think it 
would be veiy well, if we would formally adopt the report, if there 
is no discussion. All those in favor of the report, will say ** Aye. " 

Mr. Sinsheimer (Mercantile Trust Company, San Francisco) : 
Mr. President, before that report is formally adopted, I think it 
should be miade clear to some of us. If the facts are as some of 
us understand them to be, and we should adopt this report, it 
would appear, if I understood the reading of it, that the Associa- 
tion would in effect record itself as agunst the present Ship Sub- 
sidy Bill, now pending in Congress. Is that correct? 

The Preddeni: That I would not be personally able to answer. 
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Mr, Sinsheimer: I think that if a body of this size and magni- 
tude, representing the interests that we do, should go on record in a 
matter of this kind hastily, it would be a mistake. We should be 
very slow to place ourselves on record in opposition to the Ship 
Subsidy Bill. It is not a new thing. It has been before Congress 
and before the people of the United States for ten or twenty years, 
or a quarter of a century. The importance attached to any recom- 
mendation of this body, representing, as it does, banks and invest- 
ment houses throughout the United States, is such that we cannot 
afiFord, without discussion of the subject, to go on record upon it at 
this time. I donH care to go into a discussion of the merits of the 
Ship Subsidy now. But I caution the Association against the in- 
correct inference that may be drawn from hasty action on our part, 
an this subject* at this time. I believe it would be wise, Mr. 
President, to receive the report, but I think we should hesitate 
before we adopt it. If we do determine to either adopt or reject 
the report, I think it should be after very full discussion, and that 
some of the Coast members, from California and the Northwest, 
from New England, and the Southern and Gulf States, should be 
given an opportunity to know and consider and, if they desire, to 
be heard upon the momentous question that has come before this 
body, so that we will be fully prepared to present the subject. 
[Applause.] 

The President: I think Mr. Sinsheimer's point is very well 
taken. I will ask Mr. Keim if he will again read that portion of 
the report which deak with that subject. 

(Mr. Keim re-reads the matter in question.) 

The President: 1 think, Mr. Sinsheimer, there is nothing in 
there that commits the Association in any way to a position on 
one side or the other on the question of a Ship Subsidy. It simply 
recommends that the Government get out of the shipping business 
itself. 

Mr. Sineheimer: I think there are other portions of the report, 
Mr. Chairman, that cover the subject of the Subsidy as I heard 
them read. 

Mr. Keim: I believe it is the second paragraph (reading second 
paragraph of report). 

Mr. Sinsheimer: That is a direct recommendation, Mr. Chair- 
man, against the present bill. 
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The President: No, I do not take it as such myself, but I would 
be very glad to have it discussed. It seems to me it is simply a 
caution against a hasty adoption of the bill. I would like to hear 
from anybody else who has an opinion to express. 

Mr. Moore: Mr. President, I move that the report be received 
and printed in the proceedings of the Convention. 

The President: You have heard that motion. Is there any 
second to it? 

(Motion seconded.) 

The President: It is moved and seconded. Any further dis- 
cussion? 

Mr, Osgood: Mr. President, I move to amend that motion by 
the adoption of the report. 

(Motion seconded.) 

The President: It has been moved and seconded as an amend- 
ment to the original motion that the report be adopted. Are you 
ready for that vote on the amendment? All those in favor say 
"aye." (Ayes.) Contrary-minded, no. (Noes.) 

Mr, Osgood: Are copies of this report to be passed about as 
the other reports have been this morning? 

The President: No, it is not ready; it was not prepared in time. 

Mr. Sinsheimer: What is the ruling of the chair on the vote? 

The President: We will have to take a count on that. AU those 
in favor put up their hands, please. 

The Secretary: Main offices voting only. Forty-eight. 

The President: Those contrary-minded, please, raise their 
hands. 

The Secretary: Forty-four. 

The President: The motion is lost. 

Mr. Sinsheimer: I ask for a roll caU on that. 

The President: The Secretary makes a suggestion which I think 
is a very wise one, and that is that we lay this report over until the 
succeeding meeting. Will tomorrow be time enough or Wednes- 
day? 

The Secretary: 1 can have them mimeographed right away. 

The President: Well, say Wednesday morning. In the mean- 
time we will distribute copies of this report to everyone, and we can 
come here prepared to discuss it and to vote intelligently on the 
whole question. [Applause.] Is that agreeable to you, Mr. Moore? 
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Mr, Moore: Yes, Mr. President. I will withdraw my motion, 
if it is agreeable, and put the motion in the form in which you have 
expressed it, that the report be laid on the table for subsequent 
consideration. 

Mr. Osgood: Mr. President, I withdraw my amendment. 

ThePrendeni: It is now moved and seconded that the report be 
mimeographed and distributed and the matter be brought up here 
at Wednesday's session. Is there any discussion on that? All 
those in favor say aye. (Ayes.) Contrary, no. It is so ordered. 

The Secretmry: I want the Convention to know we are ready for 
a roll call any time. 

Mr. Ewari (Taylor, Ewart & Co., Chicago) : Mr. President, 
would it be possible at the time we have the discussion to have a 
member of the Committee that compiled this report lead the dis- 
cussion who could then give the intent of the report of that Com- 
mittee? 

The President: I think that is very advisable. I do not know 
whether there is a member of the Committee in attendance. 

The Secretary: No one from that Committee is here. They have 
been working on this subject so long, they were not able to get here. 

Mr. Osgood: If I may, I would like to explain to my good 
friend, Mr. Sinsheimer, the purpose of my amendment to the 
motion. I was thinking the matter over and hearing the reports 
read; I did not think there was any real difference between Mr. 
Sinsheimer and the Committee. 

The Secretary: Copies of this report will be ready at the Sec- 
retary's Office at three o'clock this afternoon. 

The President: We will pass on to the next order of business, 
that is the Report of the Municipal Securities Committee by Mr. 
Wakefield, of Wells-Dickey Co., Minneapolis, Chairman. 
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REPORT OF THE MUNICIPAL SECURITIES 

COMMITTEE 

When the Municipal Securities Committee work cune to your present Com- 
mittee, we were informed that the main functions of the Committee in the past had 
been along the following three lines: 

1. Legislation affecting the issue and sale of municipal bonds. 

2. Working out defaults for member houses. 

S. Adjusting disputes of various nature between members, including all 
sorts of complaints as to circulars, etc. 

There were very few State legislatures in session during this year and but little 
has been accomplished along the line of legislation. The Committee has, however, 
been giving some attention to questions, the solution of which can probably be 
brought about by proper legislation in the years to come. 

SiNKiNQ Funds 

The veiy important question of the creation and maintenance of proper wwlfiwg 
funds by munidpalities has had considerable attention. There appears to be a 
growing sentiment that serial bond issues are a more economiral method of finan- 
cing than long-time issues with sinking funds, as evidenced by the present New 
Jersey law requiring serial payment in all new issues. Many State constitutions 
and laws require the creation of a sinking fund sufficient to pay bonds at maturity, 
while in other places the municipalities have undertaken similar obligations. 
Municipal officials as a general rule take this responsibility seriously, but there have 
been enough scattered exceptions so as to warrant emphasis on this point. A num- 
ber of instances have been brought to our attention where the municipality has not 
felt it necessaiy to levy and collect taxes sufficient to cover such M«Wi«g funds in 
accordance with the contract under which the bonds were issued, and in certain 
cases sinking funds have been totally ignored from the beginning, so that when 
bonds mature the only recourse is the levying of a prohibitive tax in a single year 
or a refunding operation which passes the debt on to another generation. The 
knowledge that such exceptional situations have arisen, has resulted in veiy large 
purchasers of municipal securities, principally insurance companies, announcing 
their intention of purchasing no further issues of municipal bonds where investi- 
gation shows that there exists at the present time any failure to maintain sinking 
funds at their proper standing. 

We do not believe that bond houses have fully appreciated this situation, and 
we believe that a proper protection of the interests of their clients should require a 
periodical inquiry to determine whether such obligations are being rigidly observed, 
and whether they are being intentionally neglected or ignored. We tbink that 
pressure might properiy be brought to bear upon the offenders by the I. B. A. of 
A. calling attention to the direct effect which this default has upon the credit of 
the municipality. The State of New Jersey has admirable laws (Chap. 212 P.L., 
1917), for the up-keep of municipal sinking funds, and in states where adequate 
legislation does not exist, the Association might well strive to have similar laws 
enacted at the next session of the legislature. 
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The new laws adopted in West Virginia and North Carolina are also great im- 
provements in this respect. 

Delays and DEFAUi;r8 

In reading over the past reports of the Municipal Secnrities Committee, it is 
evident that it has been thought best to use this Conmiittee in an effort to bring 
about more prompt compliance on the part of municipalities in meeting payments 
of interest and principal at the place of payment designated in the bond, and 
pxomptly when due. This has been done in the past largely through suggestions on 
the part of the Committee to the offending municipality, to the effect that where 
defaults are carelessly brought about, such information shall be given to all of the 
members of the Asaociation, with the undoubted result that their securities wiD not 
be as much sought after in the future, and will probably have to sell at a higher 
interest basis in order to overcome the prqudice which they have permitted to grow 
up against them on account of carelessness. 

In this connection, however, nothing of a definite nature has ever been under- 
taken; that is, no system has as yet been established for making a record of muni- 
cipalities which are careless in this respect, so that information concerning them is 
not available to the general membership at the present time. Your Committee 
believes that this work is one which warrants some attention on the part of the 
Association and that definite results could best be accomplished by arranging for 
the Secretary's Ofiice to handle correspondence direct under the guidance and ad- 
vice of the Munidpal Securities Committee, where same relates to deliquencies of 
any nature. There are two reasons for suggesting that this method be adopted: 

1. It will probably be difficult to secure a Chairman of the Municipal 
Securities Committee who can give the amount of time which would be 
required in handling correspondence of this nature. 

2. It is probable that the effectiveness of correspondence relating to 
such matter would be greater if coming direct from tiie Secretary's Office 
than if sent from the Chairman of the Committee. 

Through correspondence concerning the matter of delinquencies with the 
Mississippi Valley Group, the suggestion has been made by them that the Municipal 
Securities Committee notify Moody in all cases of delinquencies in order that Moody 
might amend his rating of various municipal securities up or down, as the occasion 
might require. 

The growth of extensive "rating" services for municipal bonds, as well as other 
securities, presents certain problems which require careful consideration. Credit 
information in all lines of business is desirable, but where it is prepared wholesale 
and in many cases hurriedly, it is necessarily incomplete and subject to frequent 
error. Insofar as reliance on such agencies tends to substitute the judgment of the 
latter for that of the distributing house and for that of the investor, it constitutes a 
dangerous factor. There has already developed among certain non-member and 
less responsible dealers and even among issuing companies, a habit of attempting to 
sell securities on the basis of ratings given these securities by certain agencies. The 
use on the part of the member dealers of such ratings as sales arguments wiU, in a 
general way, undoubtedly result in making it much easier for irresponsible houses 
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to handk certain types of seciiritief on which ratinfi may be oat of line. We be- 
lieve it should be made dear to members that th^ are ■i»S*lrw»g their responsibilities 
as advisers of the investment pubUc whenever ihey substitute such aibitrary ratings 
for their own judgment. 

Clabitt in For ancial Statemsntb 

We have had oonsideiable oofrespondenoe concerning the proper contents of a 
municipal bond circular. This question was brought rather forcibly before the 
attention of the Convention at New Orleans, and we again urge upon all dealers in 
municipal securities, who are members of the Association, the greater need of 
accuracy and care in putting out municipal circulars. 

There is need for the formulation of a set of principles which members could use 
in preparing financial statements of municipalities to be presented to the public 
through selling literature. While financial statements of corporations have at- 
tained an accepted standard which is now universally followed, financial statements 
of municipalities are now presented to the public in widely varying forms, with the 
result that some do show accurately the true financial condition of the municipali- 
ties, whilie others are very misleading. Your Committee has not arrived at any 
conclusive recommendations, except the fundamental one that the facts should be 
stated in such a way that the non-technical reader can understand them, and that 
no important facts be omitted which are essential to a broad understanding of the 
financial status of the municipality. We regard the question of whether the gen- 
eral tasdng power of the municipality is available for ultimate payment, or whether 
payment is limited to certain limits or to certain funds or revenues, as a factor of 
prime importance. 

The very unusual conditions prevailing relating to municipal finance would 
seem to call for a clear and new line of thinking on the part of all municipal dealers 
if they would avoid difficulty for themselves and clients in the future. 

Every member here is undoubtedly familiar with the tremendous incresse dur- 
ing the past two years, in the amount of municipal securities issued and sold. This 
increase has been due primarily to three factors: 

1. The issuance of Soldiers' Bonus Bonds by the various states at the 
close of the recent great war. 

2. The fact that practically all public work has been accomplished 
with what would seem to be unreasonable cost, because it has become the 
usual custom to undertake construction work involving large expenditures 
through the Engineering Department of the State or municipality, and 
with the employment of day labor, the result is almost universally that 
such work costs from 50% to 100% more than the amount required to 
secure the same results through employment of the lowest contract bidder 
based upon complete and adequate specifications. 

8. Highway Construction. Mr. Boy D. Chapin, President of the 
Hudson Motor Car Co., of Detroit, recently made the statement that at 
least $10,000,000,000 are at present invested in self-propelled vehicles 
and that the turn-over is $8,000,000,000 annually. It has been estimated 
by the United States Chamber of Conmierce that $21,000,000,000 are 
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inveited in hi^way transport in this oountiy, including tlie impiove- 
menta on the road» but nothing for the right-of-way. That repiesenta 
more than the total investment in raihtMMis in the United States. Many 
of the states have already reached their constitutional limit of indebt- 
edness for highway purposes. They will no doubt, in the near future, 
devise means for additional issues of bonds, so that the time is rapidly 
approaching when the question of per capita indebtedness, or tax burden, 
assumed by borrowing communities, will have to be scrutinised with 
care and new standards established. 

LkGIBLATION RsoUIATINO SECtJBITT ISBUBB 

How far can a municipality safely go in the creation of public debt, and at 
what point in the process should legisUtive or other restrictions apply to prevent 
an overburdening of the population and to safeguard the interests of investors? 
Here b a great problem which never has received scientific analysis. Ours is a 
country of apparently limitless natural resources, and lavish municipal expenditure 
has been a direct outgrowth of this condition. However, as these resources are 
consumed and the creation of wealth comes to be more and more a matter of pro* 
doctive work, how much debt per unit of p<^ulation can a municipality safely 
assume? 

If the interests of municipal bond investors are to be properly safeguarded, 
there must be a scientific study of this problem to determine what legislative 
restrictions should be made to apply in order to protect municipalities against them- 
selves without making the restrictions so stringent as to hamper the reasonable 
development 6[ public facilities. Take the matter of road construction as a single 
illustration. The tremendous increase in motor cars during the past decade de- 
.mands a wholesale improvement in our highways, and public expenditure up to a 
certain point will be a dirtinct economy in conserving the investment in motor 
vehides. The solution of this problem so far as the physical nature of the hi^ways 
is concerned, lies with the highway engineer. He should be able to determine with 
reasonable accuracy what expenditure per vehicle per mile of highway is justified 
as an economical measure. He should also be able to determine what expenditures 
are justified in the reduction of grades and in the development of hard surfaces. 

HlOHWAT Fm AMCli 

The Federal Government, through its Department of Agriculture, Bureau of 
Highways, is giving a great deal of time to scientific research work on this subject, 
and information which they have is available to all road-building agencies. Several 
states have now organized their own State Highway Departments and are working 
doady with the Federal Bureau of Highways with good results. The work already 
accomplished by the Federal Department State Agencies gives assurance of far 
better results in highway construction and less wasted expenditure in type of road 
or method of construction. 

The matter of highway finance is one calling for careful study. Which of our 
munidpal or governmental units is the logical agency through which highway 
improvement should be undertaken? Should this be left, as is being done in many 
states at present, with the township, the road district and the county, or should the 
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mst of adminislniftMm be cnlafged to cover tlie e&tire State? Wliet method of 
tazatioo ■hoaU be empk^yed to cover comtmction and maintenanoe? Should it 
take the form of a vdiide tax eo that each omr of the hi^ivajs paya his pro rata 
ahaie of the coat? ShouM the coat be ■■■tiwed against m ppoa c dly benefited prop" 
erty, or ahoold the two methods be combined? The development of motor traiBc in 
America has been ao rapid that our hi^way program has fallen fsr bdiind the needs 
of the day. There are going to be tremendous ezpenditnres in this fidd within the 
next quarter of a century, and it behooves those irbo are biymning identified with 
the financing of this development to see that it is undertaken on a sale basis. 



iMOAt. Ohmiomb 

Hie attention of members of the Association is again called to the advantage to 
both dealers and investorB» through the filing, with the United States Mortgnge h 
TVust Company of New York, of legal papers and legal opinions on all municipal 
issues, and members are urged to file such documents and to make use of these 
facilities to the fullest extent. 

Bcspectf uUy sulmiitted. 

Ltman E. WAKBfiKLD, Ckairwum 

Following the reading of his report, Mr. Wakefield offered the 

following resolution: 

Be U Retohed, By the Investment Bankers Association of America at 
its Eleventh Annual Convention, held at Dd Monte^ California, October 
9-18, 1982, that the maturity of debts contracted by states and their pol- 
itical subdivirions should be limited to the reasonable life of the improve- 
ment for which such debts are contracted; that at the time of contracting 
audi debt, authority should exist for an unlimited tax against all taxable 
property within the political subdivision issuing the bonds to provide for 
the payment of interest and retirement of principal during the life of the 
obligation; that the Municipal Securities Committee of the Association 
and the Executive Committees of the various Groups of the Association are 
directed to use their influence in having these recommendations incorpo- 
rated in the laws of the various states, preferably through constitutional 
provision, and where this is not immediately practicable by legislative 
enactment; that this Association recommends that all bonds should be 
issued to mature serially in preference to sinking fund bonds, but that if 
sinking fund bonds are issued, then the law should contain adequate pro- 
vision for the State supervision of the investment of sinking funds. 

Mr. Wakefield: I wish to move the adoption of that resolution, 

(The motion was seconded.) 

The President: It has been regularly moved and seconded 
that we adopt this resolution, but we will delay any action on 
the resolution until Mr. Edwards can comment on the Ohio 
Act which has a direct bearing on the advisability of the adop- 
tion of such a resolution. 
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Mr. Edwards (Fifth-Third National Bank, Cincinnati): Mr. 
Chairman and Gentlemen — Just briefly stated, the Griswold Act, 
passed by the Ohio Legislature last year, provides that all bonds 
shall mature within the life of the improvement, and attempts to 
state the length of that improvement. For instance, bonds, issued 
for fire apparatus and such other apparatus, should mature within 
five years, one to five years; street improvement bonds, from one 
to ten years; buildings not fire-proof, from one to fifteen years; 
fire-proof buildings, sewers, water works, and so forth, twenty- 
five years, and bonds issued to buy real estate, whether for park or 
other purposes, not to exceed thirty years, and no bonds to mature 
beyond thirty years. 

Mr. Wakefield: The same principles have been embodied in 
laws in other states. There is a wide difference, apparently, in the 
opinion of people regarding the life of an improvement, and also 
certain details have been incorporated in some of those laws which 
make them complicated and difficult to operate. 

It is hoped that we will be able, in our work, to secure legisla- 
tion and to see that those laws are simplified to the greatest degree 
possible. Mr. Edwards has brought out very clearly that point. 
I want to ask if Mr. Sinclair will not make a comment on the 
matter. 

Mr. Sinclair (Estabrook & Co., New York) : Mr. President and 
Gentlemen of the Convention — ^I have been very much interested, 
and I know all of you who are dealing in municipal securities will 
be interested, in the efforts which have been made in the State 
of Ohio to correct some defects in laws regarding municipal bonds 
which had given all of us a good deal of concern. They had a 
limited tax law in that State, and the tax was insufficient to pro- 
vide for the ordinary necessary operating expenses of the large 
cities in the State and at the same time to provide for the debt 
service of those cities. It was not a very serious matter, for the 
time being, to the bondholders, because the courts of the State had 
construed the legislation to the effect that it was mandatory that 
the first use of the tax receipts should be in payment of the princi- 
pal and interest of the bonds which the city had issued, and that 
what was left over could be used for running the city government. 
It looked very nice for the bondholder, but we all know that you 
can't run a city government without taxes, and that it has to be 
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It is iMifatnty that —y boed that 
ia the State of OliiD flUI be iHKd far m pcfiod Dot longv 
tluni the icMOBslde fife of die ioqmivmeBt; that it dttD be ias^ 
in aerial farm; tbat a tax thaH be kried far the pi^yment of the 
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tions to piqr the ddiL It has certainly made the bonds of that State 
far more attractive to bqycn than they ever were. I think from 
the stanc^ioint of good citiaenflhq> as wdl as from the standpoint of 
good bosinesB, this Aasodatian dioald use its efforts in all states to 
see that mnOar restrictions are placed aroimd aD bonds issued by 
mnniripaKties or any political subdivisions of the State. 

Jfr. I>yjori (Wm. B. CcMnpton Co., St. Loois): Mr. President 
and Chairman and Gentlemen — Mj connection and oy work 
with the Association has natnraDy for several years been along the 
lines of the nranicipal bond part of it, and I do not bdieve that this 
BfmiicqMd Sec ur i ti es Ccnnmittee has had any more important work 
than the inqyrovement of our munidpal laws. 

We started out years ago to advocate a smal bcmd. I believe 
the city of BfQwaukee was the first mimiripalily that adc^ted the 
idea and provided in its charter for the issuance of serial bonds. 
Since then I do not know of any municipal laws in this country 
that have not adopted that idea. There have recently heeai three 
constitutional conventions, T^nldfrn^ Illinois and Missouri, and 
they have provided in those constitutions for the issue of serial 
bonds. 

The next most important phase of that work is covered by this 
resolution, and that is to obtain laws that would require the matu- 
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rity of the bond within the average life of the improvement. I be- 
lieve that if we can get those two ideas incorporated in the muni- 
cipal laws of the various states of this country — ^a serial bond and 
a bond maturing within the life of the improvement — ^we will have 
done the most important work that we can possibly do. 

I hope. Gentlemen, that you will support this Resolution, andnot 
only support it by adopting it today, but by going back to your 
homes and helping the Committee to get amendments to the laws 
in your own State to cover these two important matters. 

The President: Unless there is some additional discussion de- 
sired on this subject, we will put the resolution. I think it might 
be well if you could read that resolution again. 

(The resolution was re-read.) 

The President: Gentlemen, are you ready for the question? 
All those in favor say "Aye." (Ayes.) Contrary? It b so or- 
dered. 

There is one other matter that I nearly overlooked. Mr. 
Eklwards will read a telegram received from Mr. Clarkson Potter, 
of his oonmiittee, the Government Bond Committee, in connec- 
tion with the new Government loan. 

Mr. Edwards: Mr. President and Gentlemen — In regard to 
the new issue of $500,000,000.00 U. S. Government 4)i%, 
Twenty-five-thirty-five-year bonds, our President, Mr. Beebe, 
has received a wire from Mr. Clarkson Potter, of the Govern- 
ment Bond C(»nmittee, which he has requested me to read, as 
follows: 

New Govermnent financmg announced this morning. I have re- 
ceived letter from Under-secretary of Treasury which I partially quote 
for the purpose of requesting you to bring matter before Convention this 
morning, if possible, in order urge their co-operation and authorization of 
tdegram to members along lines suggested by Treasury Department, be- 
lieving that all will recognize not only necessity of supporting Government 
program, but attractiveness of new Refunding Bond issue and opportunity 
afforded to individual subscriptions as well as customers and chance for 
profit in either case. Under-secretary's letter to me as follows: 

"This is the most important refunding offering which the 
Treasury has put out, and I am particularly anxious, as you 
know, to secure the widest possible distribution of the new bonds 
among actual investors throughout the country. The I. B. A. of 
A. would be of the greatest assistance in getting this distribution, 
and what I should most like to see is some kind of a letter, or 
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probably a tdegnun from you or from the Fkendent of the Aaio- 
ciation* which wfll go to all memben of the L B. A. of A. and 
urge them not only to draw the <^ering to the attention of their 
customerst but also to afford the customers every facility for pur- 
ol»o«it»g the new bonds and for exchanging their Victory Notes 
and December 15th Certificates for the new bonds. This would 
assure countrywide efforts to distribute the bonds on a true in- 
vestment basis^ and it would be most hdpful to the general situa- 
tion as wen as to the success of this particular issue.'* 

Needles s to say the IVeasury would be willing to bear the expense of 
this telegram, if that would be appropriate. The Secretary is sending the 
circular letter to each member of the L B. A. of A. on the Treasury list, and 
is also af(nA\ng to this list two copies of a poster brie4y describing the is- 
sues. A telegram eariy Monday morning will come at just the ri|^t time, 
and I hope that you will get this in time to get out some such word to the 
I. B. A. of A. S. P. Gilbert would appredate word from you as to what 
action is taken, and copy of telegram if same has been decided on. Per- 
sonally believe this co-operation would be much appreciated, and suc- 
cess of loan will be a stimulating influence to general market as well as 
Government. 

The President: Gentlemen, I think that closes the program for 
the mommg. 

I don't think the telegram requiies action. I think the Com- 
mittee can attend to the details. What is your thought on that, 
Mr. Edwards? 

Mr. Eldwards: He requests action, Mr. President. In other 
words, I think a reading of Secretary Gilbert's statement would 
indicate that. 

The President: However, we can attend to that without any 
action, I think. 

Mr. Edwards: Yes, I think so. 

The President: That closes the morning's program. 

TUESDAY SESSION 

OCTOBER 10, 1922 

The President: Mr. Fenhagen, are you ready to proceed with 
your report? 

Mr. Fenhagen (Robert Garrett & Sons, Baltimore): Mr. 
President and Gentlemen of the Investment Bankers Association 
of America, the Fraudulent Advertising Committee begs to submit 
the following report: 
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REPORT OF THE FRAUDULENT ADVER- 
TISING COMMITTEE 

During tlie past year the work of the Fraudulent Advertising Committee has 
been much developed by reason of the fact that nearly all of the sixteen Groups of 
the Association have formed local Fraudulent Advertising Committees which have 
in many cases done intensive w<Mrk in securing evidence against, and effecting the 
discontinuance of, "fly-by-night" schemes in their particular districts. 

With the idea of setting before the Association a bird's-eye picture of what is 
being accomplished throughout the country in this line, your Committee has 
secured reports from many of the chairmen of the various Group committees and 
pfesents herewith a bri^ synopsis of these reports: 

New England Gboup 

The New England Group organised a FVaudulent Advertising Committee late 
in 1921. Later on, in co-operation with the Boston Chamber of Commerce, some 
of the local banks and the Retail Trade Board, the Boston Better Business Com- 
mission was formed and the local Fhiudulent Advertising Committee threw in its 
efforts with this bureau. The Commission started to operate Biay 1, 1088, since 
which date 112 financial propositions have been investigated and nineteen more 
are in process. As a result, a number of sales campaigns have been abandoned. 
In four cases objectionable advertising copy has been discontinued, and in one 
case the Public Utilities Commission has barred the sale of a certain stock. 

The Conmiission is also attempting to instill the idea of "BEFORE YOU 
INVEST— INVESTIGATE," and with that in view is inserting articles in internal 

p _ 

publications of the larger department stores, and the General Electric Plant at 
Lynn. The Commission is also co-operating with various Chambers of Commerce 
in other New England towns and cities and with the local district attorney, who 
under the eiisting fraud law, has the power to summon to his office any promoters 
against whom misrepresentation is reasonably charged. 

One of the most interesting cases of fraud reported was in the case of a man 
selling 1,000,000 rubles for )£.00 when they could be bought* tied up in nice pack- 
ages of 4,500,000 for $1 .00. Another was the instance of a man selling stock of the 
Gold Field Deep Biines f ot 20 cents which could be bought at the time on the New 
York Curb at 2 cents a share. 

Nsw YoBK Gboup 

Hie F^ttdulent Advertising Committee of the New York Group was appointed 
in December, 1921, and has been very active in its attempts to check fraudulent 
and bucket-shop advertising throughout the State. All the best newspapers have 
hcre^ as in most other sections, co-operated to keep their columns free of the promo- 
tional type of advertising and advertisements of known unreliable concerns. The 
Committee without solicitation has sent letters to many of the newspapers which 
have so co-operated, e xpressing appreciation of their stand and commending their 
efforts to destroy the illegitimate branches of finance. 
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of Gio^ Ote of die INbbmIiim Bukn AsocklioB mmI m 

StockBacfei^e. It k the iatntioB of the joint 
CoBunitlee to vo^e aii active conmoUga a^uMt oflcri^gt of fruwhihant aecniities 
hoth thiongh the oD-opcntioa of the dirtiiet attotaey aad thnmgba newipoper 



Hie fVuMfailcnt Adverting ComB i Htfg in doee eo-opentioo with the Blue 
Sky Committee, Inc^ of Bohimave. hae* OMkr the MaiyluMi nmnd Act, mmde a 
determined effort to rid the llaffyknd territory of the "Qy-by-nig^t** piomotem. 
Asa molt, a peat many pramotcrs have left the city or State aider, either action 
on the part of the Attorney-General, or ti e qy entjy after hii formal demand for in- 
formation rdative to the aecoritiee which they were offering. 

In recent weds an intenrive rempajgn has been instituted by the Baltimore 
newqiapcrs with the oMiperation of the Bine Sky Goaunittee and the FVaodulent 
Advertising Committee, against the so-called **blind pools.*' These speculative 
poob have r e c e iv e d on deposit laiye sums of money* diiefly in smaD amounts and 
from people of oompaiativdiy amaD means, with the avowed intention and pu rpose 
of speculating in listed New York securities and have been paying pro6ts (?) on thdr 
suppo se d tranmctiQns of from 50% to 196% per annum. As this report is being 
prepared two of these concerns with headquarters in New York and operating a 
brandi in Baltimoie, have elooed their doors, receivers have been appointed, and 
it is understood that the principals are on their way to Eun^ie. Two others are 
under indictment, snother has closed its doors, and it is probable a few weeks will 

see the end of all of the right which have been operating. 

In the District of Columbia splendid work has been accomplished by action of 
the Grand Jury in indicting the promoters of a number of fraudulent enterprises. 
Legislation is also pending in Congrem for the District of Columbia, but hss been 
held in abeyance for the time being until it can be detennined whether the Invest- 
ment Bankers Aswdation of America and the Securities Commissioners Associa- 
tion could not workout an Act whidi might serve as a model for proposed legislation. 

Central States Gnoup 

Tlie Iocs! Fraudulent Advertising Committee has been working largdy through 
the Invcston* ft Advertisers* Bureau vdiich is siqiported mainly by the Group. This 
will probably be changed, however, and the woric of the Bureau taken over in part 
by the Seeretaiy of State and in part by the Asrodation of Commerce. The Com- 
mittee has been working largely on the line of educational publicity with the idea of 
creating a demand for talks before schools, dubs, colleges, businem orgsnisations, 
etc., on the line of investments and the dangers of fraudulent promotional enter- 
prises. The Committee has also secured the co-operation of all the bertnewqiapers 
in keeping out of their columns any advertising that is of the " fly-by-night " variety . 

Minnesota Gboup 

The Minnesota Fhtudulent Advertising Committee has been running a spkn- 
did series of advertisements in the newspapers of St. Paul and Minneapolis with the 
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idoi of edncfttiiig'tlie public on tlie lines of sound investment and warning them 
against tlie "get-rich-quick'* pfopositions. Tbey have also distributed through aD 
the banks of the "Shath Federal Reserve District copies of large, colored posters of 
wfaidi the oop7 of hand bears the heading "BEWARE of PkesentrDay PIRATES." 
This is followed by three terse paragraphs warning against the pirates of finance 
and advising consultation with one's bankers or a responsible investment dealer 
before investing. 

MiaaiBaiFPi Vallet Gboup 

The Fraudulent Adveftising Committee of this Group has also been working 
in dose co-operation with the Better Business Bureau of St. Louis, contributing to 
it financially and making use of its already established organiiuition. The work of 
this Bureau in the investment field is broadly divided into three activities: 

1. It has devdoped a contact with advertising media so that no in- 
vestment copy is accepted and published until it has been thoroughly 
investigated. This, of course, refers to the offerings on the part of dealers 
oi no known standing. 

2. The Bureau has also built up a free service to the public based on 
the idea of '* Before you Invest — Investigate." This service in addition 
to supplying analyses and information on any particular security con- 
cerning which inquiry is made, aims at education of the inquirer on the 
general line of investments. The Bureau's records show an average of 
300 inquiries a month during 1922 which weU illustrates the scope* of its 
activities. 

8. The Bureau also supplies a good deal of reading matter (news) 
in reference to fraudulent and worthless investments for speeches to be 
made at public gatherings and for local community papers. It also works 
in very dose harmony with the local I^rosecuting Attorneys, both State 
and Federal, the State Blue Sky Committee and the local police. 

The Committee writes that "when the Bureau entered this fidd in 1920, it 
was in the shoes of Hercules when he faced the task of deaning out the Augean 
Stables. Now it has got ahead of the mess and can forestall attempted frauds. *' 

Facipic Nobthwkbt Gbodp 

This Committee reports that it has many times during the year called the 
attention of local dealers to certain inaccuracies in newspaper and circular ad- 
vertidng. These have been inadvertent and unintentional and when noted were 
corrected. 

The Committee has also worked in very dose harmony with the local Better 
Business Bureau in campaigns against the "fiy-by-night" concerns. One of the 
fraud cases which has been successfully worked out by this Bureau illustrates so 
well some of the difficulties which have been successfully overcome in this work, 
that it is here quoted in full. 

• 

"Sparks a Dtb — Skagit Land Fraud 

"Early in the year 1921 advertisements appeared in the local papers advertis- 
ing land in the Skagit Delta for sale. The daim was made that these lands, if 
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diked, would be very productive and quite a campaign was carried on to sell these 
tracts. 

"The Seattle Better Business Bureau questioned the advertising, made an 
investigation and convinced itself that the entire project was not feasible, and also 
made a thorough soil investigation of the land offered for sale. Evidence was sub- 
mitted to the Bureau showing that it was almost impossible to make the soil 
productive for farming purposes and that the expense of diking would be absolutely 
prohibitive. 

"The Seattle Bureau prepared data which were submitted to the District 
Attorney, and we were informed that we had no case. However, we did not agree 
with him and the evidence which had been prepared by the Bureau was sent on to 
New York to the National Vigilance Committee of the Associated Advertising 
Clubs of the World and by them was sent to the Washington Better Business 
Bureau, and they in turn took it up with the Postmaster General. An order was 
issued by him to the Seattle Post Office Inspector to check up on the evidence and 
if found to be correct to present the entire matter to the Federal Grand Jury. After 
a complete investigation by the Post Office Inspector, the evidence submitted was 
ok'd and the matter was presented to the grand jury and an indictment issued 
against Sparks and Dye and several of their representatives. 

"Early this year the case came to trial and it was decided to try Sparks and 
Dye separately from their representative Lampman, who was also under indict- 
ment. After a rather lengthy trial in which witnesses were brought to Seattle by 
the Government from many of the Northwe st ern states. Sparks was found guilty 
but Dye was acquitted. Sparks' attorney made a motion for appeal but this was 
afterwards withdrawn and Sparks is now in the Federal Penitentiary for eighteen 
months. 

"The case against the representative of the company has not been set for trial 
as yet. 

" The Bureau was absolutely vindicated in its ori^nal stand and a good demon- 
stration was made of the effectiveness of the co-operation of the Bureaus through- 
out the United States.** 

Not only the members of the Assodation but the public generally are beginning 
to realize the tremendous amount of mon^ lost in illegitimate and fraudulent 
transactions, and there is today a greater will to weed out this evil than has ever 
been the case. Nothing but unceasing vigilance, however, will stamp out and keep 
out the fraudulent promoter, and we urge every member to send to the Secretary 
of his local Group any evidence of fraudulent propositions that may come to his 
attention where it will be properly checked. 

Respectfully submitted, 

Jameb C. Fbnhaoen, Chairman 

Mr. Fenhagen: I want to say that I received a telegram yester- 
day indicating that the last one of the eight whom we had not so 
far been able to reach has reduced his monthly dividends from 4% 
to 2%, and we think in another 60 days they will probably be cut 
out entirely. 
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Incidently, this is another good instance showing the value of 
co-operation between these various groups. Before this situation 
was closed there were involved the Better Business Bureau of 
New York, the Better Business Bureau of Cleveland, the Fraud- 
ulent Advertising Committees of the New York and Baltimore 
Groups, the Grand Juiy of the District of Columbia of which Mr. 
Thompson of the Board is foreman, the District Attorney of the 
City of New York, the Post OflBce Department, and one or two 
other agencies — some eight or nine in all. 

The President: Gentlemen, you have heard the report. Is 
there any discussion? Are there any questions anyone would like 
to ask Mr. Fenhagen about the work of the Committee? 

Mr. Fenhagen, before you take your seat, is there anything that 
you wanted to speak about in connection with the Post Office 
Inspectors' Department in Washington, and the possibility of some 
work there? 

Mr. Fenhagen: I had not intended to bring it out at this time, 
Mr. President, because the negotiations are more or less in a form- 
ative stage. However, you will be interested to know that as a 
result of an informal conference between Mr. Prescott, and some 
others, with the Chief Post Office Inspector in Washington, we 
have found that the Post Office Department is veiy anxious to 
co-operate with the agencies of this Association and plans will 
probably be worked out in the next six months whereby we can 
have very close co-operation, not only securing their aid in running 
down the fraudulent schemes, but they will secure our aid in get- 
ting evidence. Is that what you had in mind? 

The President: Yes, sir. Is there any discussion? If there is 
none, then we will receive and file the report. 

The next order of business is the Report of the Public Service 
Securities Committee, by Mr. Prescott, its Chairman. 
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REPORT OF THE PUBLIC SERVICE SECURI- 
TIES COMMITTEE 

GmxEMLAis Ftkamciai. CoHiitnoin 

A ffomier presidait of the very able Raiboed Commiwwn of the Stale of Cali- 
forniaaaid: 

"Hie bigveit m^ proMem bcfoie the public ntilitiet today is financing; that 
is to saj* obtaining moiMy at reasonable rates soiBcienU adeqnatdy to meet the 
oonstantty growing donands of the poblic for service. Fartacokrly as to the electric 
power companies the demands for money for devdopment have become so great 
that* looked at from the standpoint of the oonsomer. if there are any mmecesBary 
obstades in the way of financings they should be swept away and eve^r effort shoold 
be made to encommge investment in public utilities.*' 

The above statment was made two years ago. Since that time there has been 
markfd improvement in the demand for public utility securities* vHbich, oou|rfed 
with dertining interest rato» has resulted in a broader market and higher prices. 
This has affected not only senior issues, like funded obligations, but also junior 
issues even to some of the more speculative clsssrs Mortgage bonds, and even 
pre fe rred stocks, of the best established companies can now be sold with oonqiara- 
tive facility, although in case of preferred stocks still at rdativ^y high cost. Yiith 
very few exceptions, however, common stodcs are difficult, if not impossible, to 
market. Thus, the financial problem is still the overshadowing one. 

Junior Financing 

As we indicated in our May report, we believe a much larger pn^iortion of 
capital than has .been the practice in recent years should, to accord with sound 
principles, be hereafter supplied by junior financing. It is very generally under- 
stood that if mortgage bonds are to be readily sold they must be protected not only 
by a sufficient equity or margin of security, but also by a satisfactory margin of 
divisible income. It is not so well underst<x>d, by the public at least, that if a 
preferred stock is to be readily sold it also must, because its participation in profits 
is limited, have behind it a margin of security and of income adequate to give it a 
high degree of safety and reasonable assurance of continuity of dividends. 

It necessarily follows that capital must be secured in some form to supply this 
final equity or margin of safety which is usually represented by capital or common 
stocki. It should be apparent, therefore, that the common stock which r e pres e nts 
the greatest business risk is the foundation of the whole financial structure. How is 
mon^ to be attracted into this form of investment? The seriousness of this prob- 
lem is now more generally recognised by regulatory bodies and should be made dear 
to the patrons of the utilities. It should be made evident to all that, before sufficient 
new capital can be attracted into the common stocks of the utility companies, at 
least two fundamental conditions must be met: 

1. There must be a reasonable assurance of the safety of the prin- 
cipal of the investment. 

2. There must be a reasonable assurance of an adequate and regular • 
dividend return. 
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Capital for the final equity or common stock should be obtained primarily from 
the people of the community which is to enjoy the service, but if conditions should 
be such that it cannot be obtained from them, it must be sou|^t in other mon^ 
markets. Inyeston in such markets can receive no direct benefit from the de- 
vdopment of the utility service itself and must, therefore, be attracted by safeguards 
to their investment and y idds such as will seem attractive to their eyes^ as compared 
to other simihtf investment opportunities. 

Indisputably, therefore, it would be to the interest of the community to be 
served that the rates should be adequate to pay the entire cost of the service. This 
should include not only operating and maintenance costs, taxes and interest on bor- 
rowed money, but additional earnings sufficient to pay an attractive return on 
capital invested in stocks and to set up adequate reserves for emergencies and to 
insure regular dividends in the less prosperous years. These things are not only 
proper but are essential to sound public utility financing. 

The public well understands that if a community desires the benefit of dubs, 
churches or charitable institutions, it must contribute the entire cost of establishing 
and maintaining them. The same principle applies to public utility service and is 
really as simple in its ^plication. In each case, insuflident support inevitably 
means inadequate and unsatisfactory service. 

iVotection of the security and income of the capital invested in the final 
equities, or common stocks, of public utflities evidently must be, as it should be, the 
fundamental factor in the development of public utility service. Where such condi- 
tions have existed and companies have, therefore, been able to build up sound finan- 
cial structures* investment bankers have felt safe in supplying common stock 
capitaL As such protection and conditions become more widespread new sources of 
such capital will be found and drawn upon by investment bankers, and customer 
ownership will become increasingly conunon. 

DiacLOsiTBB OF FuLL Invormation 

In previous reports your Committee has referred to the advantages which 
would accrue, both through the development of cordial relations between utilities 
and their customers and through increased confidence of investors in public utility 
securities, from the dissemination of more complete and comprehensive information 
concerning the economics of the public utility business. A public fully and correctly 
informed will offer sterile ground for the arts and deceptions of the demagogues. 

A careful study oi annual reports, circulars and statistical manuals discloses a 
OEiarked improvement in recent years in the character and amount of data furnished. 
We believe that co-operative effort on the part of the industry, investment bankers 
and publishers of statistical and rating manuals will bring about still further im- 
provement. Much additional data are really available because many states require 
the filing of complete operating and statistical reports. These data require only to 
be made more accessible. Perhaps the greatest need for more complete information 
is with regard to so-called holding companies. These are often very large and their 
relations with their operating companies are sometimes very complex. Full inform- 
ation necessary to a complMe disdosure of their finandal condition often would be 
very detailed and voluminous, but the fact that such information is furnished by 
some of them indicates, in the opinion of your Committee, that there are no serious 
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obftAclef to tU difdotfure by all. We bdieve that any such oompany which aedcs 
capital from the inyetting public should make available and readily aooesBible all 
information and data pertaining to both the holding oompany and subaidiariet 
nao ema ry for a thorough ftudy of eamingn, ezpenaea, maintenance expenditures or 
reserves, fixed charges, dividends, assets, ciq>italixation and liabilities. Without 
these an appraisal of the real worth of its securities would not be possible. On the 
other hand, investment bankers should exercise the most scrupulous care that all 
representations made by them in the sale of public service securities should be not 
only accurate in the statement of information given so as to be technically correct; 
but also the information given should be complete and comprehensive so as to be 
fair and honest. 

Cbrtain Pbkdino Leqiblatign 
H. B. 10,212 

Reference was made in previous reports of this Committee to the above bill, 
which is commonly called the "Bacharach Bill. " The text of the bill was given in 
full in our report of May 4, 1982. The purpose was to curtail the jurisdiction of 
Federal District and Circuit Courts of the United States in public utility cases, such 
as rate-regulation cases, in states where laws have established public utility com- 
missions and afford the right of appeal from the findings of such commissions to 
Btate courts. 

The effect of this legislation, if enacted, would be to take away from Federal 
District and Circuit Courts the power to use injunctive orders in the protection of 
rights of utility companies, until appeal has been prosecuted through the highest 
courts of the states, after which appeal would be only to the Supreme Court of the 
Unltml SUtes. 

The adoption of this bill would mean the withdrawal of a recognised and valu- 
able right upon which investors have relied for safety and protection in making in- 
vestments in the securities of public utilities in states other than where they reside. 
This is a right which has been frequently exercised and which experience has proved 
indispensable to the investor's safety. The withdrawal of such a vital right in- 
evitably would have a serious effect on the credit of public utility companies and 
their ability to procure capital. The ri^t which is accorded to holders of every 
other form of security surely should not be denied to those who devote their savings 
to the public service. 

The subcommittee of the Committee on Judidaiy of the national House of 
Representatives has had a numlter of hearings on this bill. At all these hearings the 
Association was represented by counsel who fuUy presmted its views. Tlie Com- 
mittee on Judiciary has not yet made its report. Your Committee is informed that 
the Bai'harach Bill was discussed at the recent convention of the American Bar 
Association at San Francisco and that a resolution condemning legislation of this 
character was adopted uaaminously bgr that association. 

MisaaovM CiXMSTmrriosiAL Coktsmtiom 

The Constittttwaal Convention in se ssion lor sosse tine past in Missouri is 
attett^>ting to draft a new Oonstitutioa for Stthmiwion lb the voters of that State. 
AuMMig the proposed pvovisions of interest to investment hankers are those for 
taxation, and the authoriaatioa and hasitation of mnnkipal indebt e dness. 



INVESTMENT BANKERS ASSOCUTION OF AMERICA 85 

The provisioii for taxation includes the clasBification of property with a view to 
a more equitable distribution <^ the burdens of taxation. 

Some of the provisions for the authorisation and limitation of municipal in- 
debtedness are to the following effect: 

1. The pledge of the general credit of a municipality for general 
purposes is limited to 5% of the assessed valuation. 

2. The general faith and credit of the municipality may be pledged 
for 5% additional for the purpose of constructing or acquiring public 
utilities, commonly supposed to be self-sustaining. 

8. Additional indebtedness may also be incurred, without, however, 
the pledge of the faith and credit of the municipality, for the purpose of 
finimnitig publicly -owucd Utilities, the security being in such case the utility 
property constructed or acquired and the revenue which may be derived 
therefrom. 

Some of these provisions suggest interesting questions concerning municipal 
credit. In the cities of some other states, perhaps because of the tax-exempt feat- 
ures of municipal bonds and the consequent ready market for them since tax 
burdens have become so heavy, there has appeared a rather alarming tendency, 
encouraged probably in some cases by political exigencies to pile up municipal in- 
debtedness for many purposes, including raising funds to acquire or extend utilities 
which seemingly might be carried on as well or even more economically by private 
enterprise. It is a serious question how far such tendencies may be indulged without 
seriously affecting municipal credit as a whole. Capital absorbed for such purposes 
ceases to be a subject for taxation and increases in proportion the tax burdens 
of other property or reduces public revenue. The withdrawal of so much capital 
from productive industry serves also to menace industry and make industrial fi- 
nancing more expensive. It is not sufficiently appreciated how intimately and 
adversely such conditions affect the welfare of every individual dtisen regardless of 
his vocation or station in life. 

Whatever the correct conclusions as to these questions may be, these tenden- 
cies suggest extreme caution on the part of investment bankers in considering securi- 
ties issued for such purposes. Should not the investment banker be as particular to 
examine into the feasibility and self-sustaining capacity and the character of ad- 
ministration of such publicly owned enterprises as he would be if he were con- 
sidering the securities of a privately owned corporate enterprise? 

There have been cases where administrations have operated utilities, such as 
water works, for years without publishing operating statements. When such opera- 
tions finally have been investigated they have been found frequently not to be self- 
sustaining. Such disclosures have brought surprise and shock to the tax-paying 
public^ and sometimes impaired municipal credit. We believe that tax payers and 
investment bankers both should insist that municipalities at least adopt thorough 
accounting and sound financial methods if they are to own and to operate public 
utilities, so that the public served and investors both may be able to ascertain the 
results of such operations and to judge whether they are economically managed. 
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Cmjiobnia Watbb ahd Fowkb Act 

In iU leport of Maj 4, 1988, iNiUidied in the L B. A. of A. Bd^ 
1M8, yonr Gimmittee analysed the pnmsiooa of the propoaed amendment to 
the Constitution of the State of California, cntnnwnly known aa the **Watcr and 
Power Act.*' Upon consideration of that report the Board of Gotemofs adopted 
the following Besolution: 

Whxbbab, The State of California has heretofore eojoyed good 
credit, and its bonds and those of its pohlic utility companies have, throo^ 
members of this Association, been distributed widely throu^iout the 
United States to investors and institutions intrusted with the savings of 
the people; and the great natural water powers of the State have been de- 
veloped extensively by private capital and enteqirise, and have contrib- 
uted greatly to, if not even made possible, the rapid development of the 
resources and wealth of the State; and because of the sane and construc- 
tive regulation of such public utilities by the State Railroad Commission, 
and their prosper i ty and stability and the resulting increased proqwrity 
of the industries and people of the State, the bonds and stocks of such 
utilities have found a wide and ready market; and 

Whebeas, It is proposed to submit to the people of CaKfomia at 
the election to be held next November, a constitutional amendment de- 
claring it to be the purpose and policy of the State to conserve, devekip 
and control the waters of the State for the use and benefit of the people, 
and providing, among other things: 

For the issuance of five hundred millions of dollars of State bonds 
secured by the full faith and credit of the State; 

For a board of five members to be appointed by the governor for 
rotating terms of four years each, and removable only for dereliction of 
duty, corruption or incompetency, by recall, or by a two-thirds vote of all 
the members of the legislature, which Board is to be vested with practically 
unlimited powers to acquire, by purchase or condemnation, land, water 
rights, electric energy or any other property, including established plants, 
transmission lines or works, railroads, machinery and equipment, or to 
construct such works, and to do any other things necessary or convenient 
for its purposes, including the operation of all such properties, and, in its 
practically uncontrolled discretion, without supervision by the State 
Railroad Commission or legislative control, to sell and expend the proceeds 
of the above mentioned bonds; 

For the issuance and sale of bonds, or the levying of taxes, to pay the 
interest or principal of outstanding bonds as they faU due, in the event 
the revenue from the projects of the Board shall prove insufficient to pay 
the same; 

For the fixing of rates and granting preferences in rates, in the practi* 
cally uncontrolled discretion of the Board; 

For the appropriation of general funds of the State to make up any 
deficiencies, by the provisions of the amendment itself, without further 
legislative action or control; 
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For the preferential right of political subdivinons to water and 
electrical energy oontroUed by the Board as agaimt priyatdy owned 
public utilities selling water or electrical energy to the public; 

For the prohibition of the Board from suf^ilying water to a privately 
owned public utility for the production of electric energy or the supplying 
to privately owned public utilities which sell electric energy or water to the 
puUict more than twenty per cent of the total amount of the same under 
control of the Board* thus enabling, if not indeed compelling, the Board to 
stifle oompetitioUt and mabling it to utterly destroy the value of the prop- 
erties of existing privately owned public utilities; 

For immediate possession by the Board of property under condem- 
nation, including properties of existing privately owned public utilities; 

For the amendment being self-executing without action of the legis- 
lature; 

Now, Thkkbpobb, Be it Ruohed, By the Board of Governors 
of the Investment Bankers Association of America that it looks with 
grave concern upon the proposed amendment as threatening not only the 
destruction of the credit of existing privately owned hydro-electric power 
and li^t utilities, buOt up within the State of California by the combined 
capital of a multitude of investors residing throu^bout the United States 
who have been induced by the wise laws and sane regulation heretofore ' 
existing to intrust their savings to the development of California's natural 
resources, but even the destructbn of the credit of the State of California 
itself. 

At the same meeting of the Board of Governors, it was announced that the Pa- 
cific Coast Electric Association had requested our President, Mr. Howard F. Beebe, 
to address it at its convention in Los Angeles about June ft upon the finan- 
dal aspects of this legislation. At the direction of the Board of Governors Blr. 
Beebe went to Los Angeles in response to this request and at that time made public 
the above Resolution and presented quite fully the views of the Investment Bankers 
Association of America. 

The hydro-electric development in the State of California has surpassed that of 
any other State of the Union, or that of any other country in the world. This re- 
markable develoimient has occurred under private ownership with public regulation 
and has been financed largely through members of this Association, who have 
distributed the securities of these privately owned public utility companies to a 
multitude of investors, large and small, throughout the United States. A large 
volume of these securities also has been sold to investors in the State of California 
itself and to life insurance companies or institutions which are trustees for the sav- 
ings of the people, which in turn have invested large sums in the securities of Cali- 
fornia public utilities. 

In the past few years residents of California have been purchasing in very 
large volume both the bonds, and p r efe r red and common stocks, of their local utilities. 
The ownership of these properties has become widely diffused among the people of 
the State they serve. These direct investments, in addition to those of the life in- 
surance companies and other savings funds in which the people of California are 
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iodirecUy intcfested, are an indieation of bow Tital the protection of these public 
otilitiei is to the public and private intcfcsls of the otiaena of the State. 

Aside from the shodc to the cotifidmce of investors in other stAtcs who^ relying 
upon CaEfomia's weD-known and established policy of sound legisUtion and sane 
regulation have invested their savings in the securities of Cafifornia's public utility 
companies and thus made possible the very rapid devdopment of the State's re- 
sources^ anything which works serious injury to these large hydro-dectric devdop- 
ments must immediately react, either directly or indirectly, upon the private purse 
of neariy every famOy in the State of Califomia. During the period of rapid and 
successful development of these prop er ti es by private enterprise, rdationships have 
been established, through iriiicji it has been possible for these California companies 
to raise money more readily than companies in almost any other State. This, as 
stated above, has been due largely to the widespread public confidence in the State's 
wise laws and sane policy of regulation. 

This is a situation which any other State mi^t wdl envy and covet. Li the 
face of it, the question naturally arises — ^Why should such favorable conditions 
be abandoned for what would appear to be an extremely radical and dangerous 
experiment? 

We are informed that the people of the State are promised cheaper power, yet 
in the language of Secretary Hoover, an experienced engineer and dtiien of the 
State, " Nowhere is power so cheap as in California. " The dumge from established 
successful private ownership and public regulation under which these utilities have 
been so effectivdy devdoped to absolute public ownership and oontrd would be a 
very radical one. It would inevitably result in the disturbance, if not the cutting 
off of those established sources of capital which have so generously responded to the 
demands of the public for service. There is a concrete illustration of this in the 
refusal of one of the largest life insurance companies in the United States to buy, and 
its statement that it will not consider the purchase of, any more bonds of public 
utility companies in Califomia prior to the November election or so long as there 
is probability, or even reasonable possibility, that the pending Water and Power Act 
or similar legislation may be enacted. The company alluded to has, among the life 
insurance companies, been in times past one of the largest purchasers of public 
utility bonds. Such sacrifice to be justified should be offset by some greater ad van - 
tage. Where can it be found in legislation of this character? 

Perhaps more important than the immediate and direct effect of such a change 
upon the public and private interests of the citizens of Califomia and those of 
other states who have risked their savings in the development of these utilities, is the 
inevitable effect upon the State, county and munidpal credit of Califomia and the 
credit of all private enterprises within its borders. 

The present debt of the State of Califomia is about 173,000,000. Add to this 
the $500,000,000 of bonds proposed to be issued and the debt of the State of Califor- 
nia will be more than double that of the State of New York, the richest state in 
the Union. Even if such an amount of bonds for such a purpose could be sold 
at all, it would require great effort and expense to find the new markets 
which must be sought, for certainly the credit of the State of Califomia would 
not be high with those whose previous investments thero had been sacrificed or 
jeopardised. 
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One of the f imdamental principles of the American qrstem of government is that 
governments should midertake no functions or projects which can be performed 
as well or better by private enterprise. The relative eflBciency and economy of 
State, municipal or governmental ownership and operation of industrial enter- 
prises, including public utilities, has been tried of late in many instances, among the 
striking ones being the experiments in North Dakota, Ontario, the operations of 
the United States Shipping Board, government operation of the railroads and gov- 
ernment operation of the utilities in European countries. The results are fdirly well 
known and both public and expert opinion now seem in accord in the conclusion that 
most public utilities can best and most economically serve the public under pri* 
vate ownership with sane public regulation. Why should the State of California 
risk and tie up its credit in acquiring public utility properties which have been al- 
ready so successfully built up and admittedly so satisfactorily operated by private 
enterprise, when such credit could be used so much more profitably for many other 
essential needs? Even if it could sell so large an amount of bonds, why should it 
load itself with such a mass of public indebtedness and at the same time remove 
from taxation so large an amount of heretofore taxable property? The impending 
sale of so large an amount of new State obligations would, in itself, very adversely 
affect market values of State, county and municipal obligations already outstanding 
and certainly would retard materially the sale of more obligations of such political 
subdivisions. 

Is it conceivable that if the credit of the State itself and of its political sub- 
divisions becomes impaired, the credit of private enterprises within the State could 
fare any better? 

It does not seem credible that the people of the State, if informed of the real 
character, sinister purpose and inevitable effects of the proposed Act, can be pre- 
vailed upon to endanger their prosperity, progress and splendid present credit by 
embarking in so radical a political experiment so out of harmony with American 
traditions, experience, institutions and ideals. 

The MuacLB SnoAiia Sftuation 

A brief statement of some of the salient facts concerning a development in the 
public utility field which has attracted much attention during the past year may be 
of interest. We refer to Mr. Ford's offer for the Government-owned hydro-electric 
project and nitrate plants at Muscle Shoals, on the Tennessee River, which is 
briefly as follows: 

He offers to purchase outright all the property exclusive of the hydro-electric 
project. This comprises the nitrate plants, several steam electric generating plants 
and transmission lines, and various incidental property. The total original cost of 
this property was over $85,000,000, and it is estimated by Government engineers 
to be worth as scrap over $8,000,000. For this property Mr. Ford offers to pay 
$5,000,000. 

The hydro-electric project on which the Government has already expended 
about $17,000,000 is to be completed at the Government's expense and leased to 
Mr. Ford. During the first few years a purely nominal amount is to be paid and 
thereafter an annual rental of 4% of the cost of completing the project. Nothing is 
to be paid on account of expenditures already made. Mr. Ford also would make 
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mutU filed Annual payments for the purpooe of ''amortiiing" the new mon^ 
the Govenunent it to put in the project. It if estimated that during the hundred- 
year period of the lease the actual payments for amortisation would total $4,678,800 
but lir. Ford estimates that if interest were compounded thereon at the rate of 4%» 
they would amount at the end of the lease period to approximately $00,000,000, 
which is about the estimated expenditure neoessazy to complete the hydro-electric 
project. 

llus offer was reported on favorably by the majority of the House Committee 
on Military Affairs which, however, presented a bill embodying some changes 
from the original plan. A minority report also was filed condemning the proposi- 
tion. The majority of the Senate Committee on Agriculture and Forestry reported 
stron^y against the acceptance of the offer, but failed to agree on any alternative 
plan so that there is at the present time no bill before the Senate. 

Among the arguments advanced for the acceptance of the Ford offer is the 
daim that Mr. Ford will manufacture ferUliaer at these nitrate plants in such large 
quantities as to cause the prices now asked for that much-needed commodity to fall 
materially, thus greatly benefiting the farmers of the country. According to the 
minority report of the House Committee on Military Affairs, Mr. Ford does not 
agree, and admits that he does not intend, to make fertiliser at Muscle Shoals unless 
profitable to him, but merely agrees that if he does manufacture it there, the profit 
to himself shall be limited to 8%. 

The chief objections which have been urged to the Ford offer fall into two gen- 
eral classes: First, that the compensation offered the Government is far from ade- 
quate. Colonel Cooper, the Government's consulting engineer on the Muscle Shoals 
work, testified before the House Military Committee that the acceptance of the Ford 
offer would show a loss to the Government in the first one hundred years of 
$1,875,000,000; second, that to turn this property over to Mr. Ford on his own 
terms would be to make, in favor of a single private citisen, a flagrant ezcq>tion 
to the Federal Water Power Act which was adopted so recently by the United 
States Government after years of investigation, study and deliberation, and would 
give him a most unfair advantage over those who have taken out licenses under 
this Act. 

It is worth noting that a large power company in Alabama has offered to pur- 
chase the two large Government-owned steam electric generating plants and the 
transmission lines for $5,000,000 (the same amount which Mr. Ford offers for the 
entire property outside of the hydro-electric proposition), leaving the Government 
in full possession of the nitrate plants which then could be disposed of otherwise. 
The company also would furnish the Government with 100,000 free horse-power 
to operate these plants, and undertake to take over the hydro-electric project and 
complete it at its own expense and then operate and maintain the dam and power 
plant under a fifty-year license to be taken out under the Federal Water Power Act. 

PuBuc Utiutt Bonds ab Legal Invxbtmentb 

Public utility bonds are already legal investments for savings and trust funds 
in twelve states. For some time it has been felt generally that savings banks in 
other states should logically be extended the privilege of purchasing gilt-edge util- 
ity bonds which are generally conceded to constitute one of the safest clstwcs of in- 
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yestment aeciirities and which yield on an average a somewhat higher rate of return 
than l^gal rails. A joint committee of the National Conference of Mutual Savings 
Banks and the National Electric light Association was appointed last December 
to consider this question. A member of our Committee is serving on that Joint 
Committee. The jcMnt committee has held a number of meetings and at the con- 
vention last qning of the National Conference of Mutual Savings Banks a sessbn 
was devoted to discussion of this subject. It is hoped that substantial progress will 
be made during the coming winter.' 

In Gxnkbal and in Conclubiqn 

It would be strange indeed if the public utility industry, unlike all other forms 
of business enterprise, should have emerged from the upheavals of the Great War 
with no dianges in the conditions of its existence, no new problems to confront it. 
Uke others it was obliged to meet hi^cr operating costs and heavier taxes with 
reduced income. The large increase in the number <^ private automobiles in oper- 
ation and jitn^ and autobus competition have made inroads into the patronage 
which the electric roads would otherwise have enjoyed and the construction of 
parallel hardisurfaoed roads will probably further, and sometimes wastefuUy, mul- 
tiidy tranqrartation facilities and divide the available business. New capital, or 
capital to meet maturing bond issues, has been and is still unduly costly to all public 
utility companies, because their securities must compete in the money markets with 
an enormous volume of tax-free municipal bonds. It has been authoritatively 
stated that more than one billion dollars of such tax-exempt securities were issued 
in 1981. 

On the other hand, these adverse and discouraging conditions seem likely to be 
overcome by favorable and encouraging ones. Costs have declined considerably 
and gradually improving general businesB conditions are bringing some increases in 
earnings. The practical experiences and lessons of the war and its aftermath seem 
to have done much to clear the atmosphere and bring about a more widespread 
popular understanding of the value and necessity of the services supplied by the 
public utility companies, the advantages of private ownership and operation under 
sane public regubtion, and the economic and financial conditions under which 
efficient and satisfactory service, keeping pace with public demand, alone is possible. 
The present i»actioe of many utility managements of frankly discussing the prob- 
lems of the industry with its patrons is stimulating public confidence and good-will. 
There is a growing recognition of the real mutuality of interest between the compa- 
nies and their patrons. To paraphrase a recent statement of the president of one of 
our most successful railroad companies: 

« 

1. The customer's attitude toward a public utility can now be 
guided and made informed and friendly. 

2. Satisfied customers now can be used to build up good will. 

3. Pleased customers wiU voluntarily help a utility to get new 
business. 

This better mutual understanding already has enabled the managements to 
eliminate much useless expense and many artificial obstructions to efficient c^r- 
ation, and has removed much of the uninformed popular objection to adequate 
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rates. It certainly will bring many otber practical and profitable advantages in- 
cluding improved credit. Investment bankers will naturally give great weight to 
such favorable conditions in considering public utility financing. 

As has been stated in previous reports, this Conunittee has faith in the funda- 
mental soundness of the public utility business, including gas and transportation as 
well as power and light. There is an insistent and, we believe, permanent de- 
mand for the services it renders. We expect that public utility credit will be soon 
established upon a basis of greater permanency and stability than ev«r before. 
As in other industries, there will be exceptional situations; and discrimination and 
sound judgment will be required. But the solution of the impending fiin^wAt^l prob- 
lems ci the public utility companies will, in our opinion, afford investment bankers 
opportunities for both constructive public service and profit, and will H«>nmn^ the 
assumption of duties and responsibilities from which they should not shrink. 

Respectfully submitted, 

John A. Pxubboott, Chairman 

Mr. PrescoU: Since arriving at Del Monte, there has come to 
the attention of the Committee a matter which is embodied in a 
supplemental report. Inasmuch as it has not been printed I will 
read that supplemental report. 

SUPPLEMENTAL TO ANNUAL REPORT 

PiAblic Service Securities Committee 

On account of certain recent developments, it seems desirable to your Com- 
mittee that the Investment Bankers Association of America make clear its position 
in regard to a certain feature of the regulation of public utilities. 

The history of the development of the public utility business has proved con- 
clusively that, in the interest of the public served it is essential to avoid duplication 
of plant investment and such duplication can best be avoided by the establishment 
of a monopoly controlled by sane state regulation. Such regulation as developed 
at present by most state public service commissions, not only restricts the issuance 
of securities, but also limits the earnings of the corporation. It, therefore, becomes 
obvious that if the corporation is prevented in times of peace from accumulating a 
cash reserve from which wasteful competitive battles may be financed, it must be 
protected from the raiding of uncontrolled competitors. The power to restrict 
vested in the hands of State authorities, therefore, imposes upon such authorities 
the necessity and obligation to protect the corporation, and it is obvious that this 
restriction and protection is essentially desirable to the public interest, as the re- 
moval of the burden of unnecessary investment or the maintenance of an unneces- 
sary cash reserve avoids the necessity of ultimately increased rates. It is also true 
that protection must not be carried to a point where the protected public utility 
becomes indifferent to the character of the service. It must be kept efficient through 
the fear of competition in the event of failure to maintain efficient service. It has 
been demonstrated, therefore, that the best method of protecting the company 
from harmful and wasteful competition and at the same time to assure proper effi- 
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dency is through the authorisatioii of a State regulatory body to determine when 
and under what conditions utility service shall be extended into every given terri- 
tory and to issue or decline to issue a "Certificate of Public Necessity or Cou.- 
venienoe" which is pre-requisite to the construction of such extensions. 

In view of the large amounts of new capital required for additions atid exten- 
sions of facilities to provide for normal growth and the increased demands of 
various communities for new utility service* this Committee feels that any efforts 
which might result in reverting to discarded theories or competition in the public 
utility business, would be destructive to the confidence that has been built up 
among investors in public utility securities and could not be other than harmful 
and expensive to both investors and the public served. 

RespectfuDy submitted* 

John A. Pbeboott, Chairtnan 

Mr. Prescoit: In order that there may be a free expression of 
views upon at least some of the questions affecting public utility 
properties and investments, and in order that the Public Service 
Securities Committee for the coming year may have some idea of 
the feelings or opinions of the members of this Association, certain 
questions have been propoimded which appear in the program un- 
der the heading of this report. The great benefit to be derived from 
this discussion will be lost unless the members take an active in- 
terest in these questions and unhesitatingly and freely express their 
views from any angle upon any of these questions. I will pro- 
pound these questions, and, while a leader has been selected to 
make some remarks concerning each question, I want eveiy person 
present to feel absolutely free to comment upon any of these sub- 
jects. In proportion to the degree of interest and comment on 
these questions will be the measure of benefits which we can all 
derive from this discussion. 

The first question is: Is it to the interest of the customers of 
public utilities that regulatory bodies should make provision in 
determining and fixing rates for the accumulation in prosperous 
years of a liberal cash or liquid reserve to insure continuity of 
dividends on stocks in lean years? 

I will ask Mr. Henry R. Hayes, if he is in the room, to start the 
discussion on this question. 

Cash Reserve — ^Public Utilities 

Mr. Hayes (Stone & Webster, New York) : Mr. President and 
Gentlemen: As is appreciated, for the last ten or twelve years so 
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much of the financing of public utilities has been done through the 
medium of senior securities, that it certainly seems wise that, so 
far as practicable, the base of the financial structure of the utilities 
should be broadened through the issue of junior securities. Much 
progress in the last year has been made by the selling of junior 
securities direct by companies to consumers. It seems to your Com- 
mittee that that good work should be encouraged by the invest- 
ment bankers. It is going to bring in a lot of new investors into the 
field; and in this State, particularly, a vast amount of preferred and 
common stocks, dividend-paying securities, have been sold direct. 

The California Commission, a good many years ago as I rocall it, 
enunciated the principle that the Commission intended to see that 
rates were charged so as to permit money to flow into the business. 
Now, the enunciation of that principle and the effective carrying- 
out of it has been very helpful. We have all witnessed a great 
appreciation in the value of the utility securities here in this State. 
To my mind, it has been one of the shining lights in the utility 
regulation. I do not see how we can attempt to encourage invest- 
ors into buying junior securities unless we can clearly demonstrate 
a reasonable assurance of principal and a continuity of dividends. 
How can that be created unless we are going to feel that the 
commissions will stand behind these companies that serve the 
public interest, and allow, in good years, the companies to accumu- 
late reserves, so that, in lean years, they can draw on those sur- 
plus reserves to maintain a steady dividend? It really seems to me 
to be just a discussion of the obvious when we look at it from that 
point of view we who, as sellers of securities, know the struggles 
and the ups and downs that the utility business has had for the 
last fifteen years and have seen dividends passed. I do not see how 
we can attempt to recreate confidence in the junior securities until 
we get that kind of protection for the investor. [Applause.] 

Mr. PrescoU: 1 am sure we will be interested to hear from any- 
body else who has any conmients to make on this subject. 

Mr. AUyn (A. C. Allyn & Co., Chicago) : It would seem that 
there could not be any discussion as to its being a proper thing for 
the commissions to allow the building up of a surplus to be used in 
carrying the public utilities over the lean years that we discovered 
in 1020 and 1921 can come to those companies. The only thing 
that this Convention can do, it seems to me, is to place itself 
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on record with the public utility commissions, and to stand behind 
them on that principle. If there is any method that can be sug- 
gested by this Committee, I believe it will be a good plan for this 
meeting to go on record in that connection, and that record could 
be brought before the public utilities commissions of this country. 

Mr. PrescoU: Is there anyone else who wishes to comment on 
this subject? I will call your attention again, as we have in the 
report, to the fact — the apparent, obvious fact — ^that unless a firm 
f oimdation is laid by the investment of the original capital there 
is really no opportunity for the senior securities; there is nothing 
upon which they can be based. 

Are there any further comments? 

Mr, Peiree (Cyrus Peiice & Co., San Francisco) : There is one 
point that has not been brought out. The great argument of the 
municipal ownership people is that the municipality can borrow 
money at a much lower rate than the corxx>rations. If that argu- 
ment could in the major be done away with, it would be very help- 
ful to the entire situation. 

The rate of money, of course, obviously is governed by the risk 
to the investor. If a reservoir be established from which dividends 
and interests could be drawn in lean years, which could be used as 
we use the regulative reservoirs in hydro-electric companies, to 
take up the fluctuation of the load — ^and by that, I mean that the 
costs and the expenses in emergencies, as was shown in 1914 and 
1915, jump much faster than any regulation or revision of rates 
can be put through, leaving a period of maybe three or four, or 
possibly six months where the expenses are far greater than the 
normal — ^if such a reservoir could be established by act of the public 
utility commissions; and from this reservoir could be drawn the 
slack to take up such increased cost of expenses, so that dividends 
woidd not have to cease; so that the interest payments would be 
in no danger of being impaired; so that continuity of interest and 
dividends* as it were, could proceed uninterruptedly, it would give 
public utility bonds a credit equal almost to municipal bonds, and 
would do away with that argument of the municipal ownership 
people. 

I think this is a subject that deserves a great deal of thought and 
the weight of this organization behind it to get firmly established 
in the minds of the public service commissions throughout the 
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country that the more they can do to stabiluse the eanungs of these 
companies the faster they can bring down the rates charged to the 
consumer. I think we ought to take some action on this thing 
to bring that idea home to the members of all the public service 
commissions. 

Mr. Chamberlain: I am sure that a considerable number of 
the members present have had the same experience that I have had 
in testifying before public service commissions. I have had occa- 
sion to state certain principles regarding public utility investments 
to a half dozen different commissions in the last five or six years. 
Two things are impressed very strongly on my mind in connection 
with those appearances. First, that the public utility commis- 
sions are very sincere in desiring the best welfare of the corpo- 
rations that they have under their supervision and, second, that 
they are very much at sea as to what are the fundamental prin- 
ciples. On cross examination by counsel for the commissions, the 
questions that are sometimes asked witnesses give evidence that 
the financial aspect of the development of public utilities is not at 
all well known to counsel and apparently to the conmiission. I 
think also that as the years go on and the influence of this Associa- 
tion becomes stronger all the time that any expression of opinion 
by the Association by resolution which reaches the chairmen of 
these commissions is going to have a great weight, a much greater 
weight than most of us probably appreciate who have not been 
before the commissions and testified or seen how seriously the 
testimony is considered, even if it is strange reading so to speak, to 
the commission, at the time it is given. I think that was equally 
true and that was the experience of us who went down to Washing- 
ton at the time of the five per cent rate case in Washington in 
1914 before the Senate Finance Committee. If it is true in Con- 
gress how much more true it must be in the public utility com- 
missions of the several states. 

I earnestly hope that the findings of the Public Service Securities 
Committee this morning can reach every public service commission. 

Mr, Prescott: Mr. Ross, of W. L. Ross & Company, Chicago. 

Mr. Ross: Just a little matter of history on this subject: — 
Fifteen years or so ago, when the principle of a more or less elastic 
scale of rates for public utility service was just being initiated, the 
basic feature in Mr. Prescott's suggestion here was worked out in 
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the city of Cleveland in the street railway settlement. In that 
settlement, a fund was provided, $400,000.00, 1 believe; that fund 
was figured as being sufficient to insure the continuity of dividends. 
When that fund dropped below its fixed minimum, the next higher 
scale of rates automatically went into effect. When it became too 
high, the scale of rates was lowered. The settlement was made 
elastic in that way, and the thought was exactly the same in that 
case as in this case — of assuring a continuity of return upon the 
securities, even though some sudden shift should occur. 

The principle is so sound; it means cheaper money on both junior 
and senior securities and, therefore, lower costs, that I think we can 
do no better than express omr strong approval of it here and urge 
it everywhere. 

Mr. PreseoU: Gentlemen, we have been alloted a very brief 
time on the program for discussion of each of these questions. 
While this is a very interesting and very important question, I am 
going to pass on to the next one. This, however, is not to dis- 
courage anyone from expressing fully and frankly his views. 

Mr, Moore: May I suggest, before you proceed, that it might 
be weD for the Committee to prepare a resolution expressing the 
attitude of the Association on this subject, and submit it for adop- 
tion at a subsequent time, so that we may be definitely on record 
on the question? 

Mr. Prescott: Mr. Moore, the effect of the adoption of the 
Committee's report, all these things having been discussed in the 
report, would be to declare the policy of the Association on these 
questions. They are brought out here merely to offer a free oppor- 
tunity for discussion as to the various points in the report. 

The next question is : Y^en municipalities desire to finance the 
acquirement or construction of public utilities to be publicly owned 
and operated, or to re-finance such properties, should mvestment 
bankers buy the bonds, even though the general faith and credit 
of the municipality is pledged, without previous careful investi- 
gation into condition of the physical properties, the record of 
management, and the rates, income and operating accounts, to 
determine whether they are likely to be self-sustaining or to add to 
the burdens of the tax payers and thus impair the municipal credit. 

I will ask Mr. Philip S. Dalton to make a few brief remarks on 
this subject. 
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Municipal Ownebship 

Mr. DaUon (Coffin & Burr, Inc. » Boston) : As I see it, we ought not 
to accept, the bond houses ought not to accept any bonds of this 
nature, without a serious and exact examination of the property 
values, rates and management of the proposed utility and the 
municipality, as they would ordinarily make if they were buying 
the bonds of a public service corporation. Outside of that phase, 
it seems to me that investment houses who buy these bonds and 
distribute them to their customers, if the regulatory rates are such 
that the community served is willing to pay those rates, in order 
that those bonds may be met at maturity and interest payments 
made promptly, should be most careful to look into all the feat- 
ures suggested. 

There is one other phase of this question which has arisen oc- 
casionally lately, and that is the case of where the franchise has 
expired on already existing corporations, and the municipalities 
have, in some cases, threatened a bond issue for the building of a 
competing plant in a community which cannot maintain two 
separate corporations of the same nature. Now, those bonds, it 
seems to me, should be looked upon askance, and that houses of 
good repute would refrain from buying them, on the theory that 
it is a destructive measure, and a wasteful expenditure of money 
with risk of many people losing a large amount of investments, and 
also the community itself would lose caste and its own securities 
would be difficult to sell. Those seem to be the two phases of the 
question. 

Mr. PrescoU: I will ask Mr. L. H. Schroeder of the Central 
Trust Co. of Illinois to make a few comments on this question. 

Mr. Schroeder (Central Trust Co. of Illinois, Chicago) : I felt, 
in looking over the principles involved in the question as pro- 
poimded, that it involves a subject of great importance to all of us, 
at the present time possibly increasingly important. I felt re- 
cently, and I suppose we have all felt, that there is an extraordi- 
nary tendency to extend governmental activities in every direc- 
tion. Take, for example, the Federal Grovemment. I forget 
exactly how many, but it seems to me that I have read that there 
were 800 bills introduced in Congress, each one practically extend- 
ing the sphere of the activities of the Federal Government. Now, 
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tliat same tendency seems to be proceeding in the case of the State 
governments. Take the bills introduced into our l^islatures at 
the present time : They all have a tendency to extend the functions 
of the State government. The same thing is going through to the 
municipal governments, so that we have a period which is rather 
extraordinary. I think, a few years ago, we all felt that the Govern- 
ment, by confining its operations to certain clearly defined govern- 
mental functions, and leaving other things to private enterprise 
would inure to the best interests of the community as a whole. 

With rrference to this question we, therefore, are facing a period 
where there seems to be a tendency to believe in governmental in- 
fallibility, and the ability to operate all kinds of enterprises, and I 
think you will find that when the pendulum swings this way it will 
generally go quite a ways before it returns again to the old theory 
that we have had before. 

I think I have been selected to say a few words to you, because 
of a direct experience we have had, and, perhaps, the most inter- 
esting way to bring up the question, from a practical standpoint, is 
to relate that experience. We financed an electric light and power 
company some years ago, which company serves an entire valley. 
In the valley there is one city of fairly considerable importance, 
that is to say, it contributes substantially ten per cent of the gross 
earnings of the utility. Now, this utility started from a very small 
beginning, and not only has grown rapidly, but I think has genu- 
inely anticipated the needs of the community. It has given the 
very best of service. It has developed from a small capacity to at 
present, I think, about eight or nine thousand kilowatts. Now, I 
think it b universally conceded that an electric plant of large 
capacity is more economical and can give better service than one 
of small capacity. In this town the franchise expired. It is a 
railroad town with some socialistic tendencies, so to speak. The 
municipal officers, therefore, asked the authorization of a bond 
issue to build a municipal plant. In the first place, they proposed 
a franchise to the company which involved a clear loss on annual 
operation for a long period of time. Naturally, the company was 
reluctant to accept any such franchise. Thereupon, the munici- 
pality authorized a bond issue for the construction of a municipal 
plant. I might say that municipal plant, as calculated, would 
have the capacity of about 800 kilowatts. 
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When it ochucs to the aervioe to the community, there can be no 
question b et w e e n the service of a well-balanced cratial organisation 
and a small municipal plant. Those bonds were offered for sale. 
I should say before we get to that point that the company offered 
to do this: It offered to sell its distribution system to the munici- 
pahty at an iq^raised value to be detemuned by arbitrators. That 
was not satisfactory. It offered its wholesale current to the mu- 
nicipality at a lower price than the municipality 's own engineer said 
that the new plant could produce energy. That was likewise 
unsatisfactory. Thereupcm, the municipal officers authorized a 
bond issue» or rather submitted the question to a vote of the people, 
and owing to the character of the community the bond issue was 
authorised tor the construction of the new plant. Now, it seems 
to me, under those circumstances the most careful and painstaking 
investigation ouf^t to be made before any investment house would 
handle an issue of that kind. In the first place, the principle is 
entirely wrong. It is absolute confiscation of property, of invest- 
ment made in good faith. In the second place* it is decidedly un- 
economicaL We all thought that we had passed through that pe- 
riod of competitive plants but instead of that we have a recrudes- 
cence of the idea which should have been exploded a long time ago. 

It seems to me, therefore, and I would like merely to make this 
one point, if a municipality desires to go into the public utili^ 
business and purchase an existing plant, or if there is no exbting 
plant, erect one, I see no very great objection; although I have 
some doubt as to the advisability from the standpoint of the com- 
munity as a whole; but in a case such as this I feel that the senti- 
ment of the Association and its policy should be distinctly against 
— ^unequivocally against — ^the financing of competitive plants under 
conditions which result in the confiscation of an investment which 
was property and honestly made for the benefit of the community. 
[Applause.] 

Mr. PretcaU: On account of the brevity of our time I am going 
to pass on to the next question unless there is someone who wishes 
particularly to make some remark. 

Mr. Weil (Weil, Roth & Co., Cincinnati) : May I have just a 
minute? There is just one case which I would like to call to the 
attention of the Convention on the question we have just discussed. 
About a year ago we were approached by the officials of a com- 
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inumty» in one of our southern states^ •of" fid&Qut. twelve thousand 
population who asked us to negotiate privat^y:]f c^4ihc)ut a million 
dollar hydro-electric water power construction ptah^** *TWe natu- 
rally were interested and started an investigation. '*• /• " / . 

We found that, in the first place, they had to go twenty mile^i'^ir^ 
of the town for their water power; that the amount provided f of 
the building of the plant as authorized by the voters was entirely 
insufficient; the market would not accept bonds at their par value 
and, consequently, the only way they could sell them was through 
the contractor. They had several deals pending with various con- 
tractors who offered the bonds at a price that to practically any 
investment house would create a great deal of interest; at least you 
would want to buy the bonds if you could get them properly. We 
found that the laws in the State pertaining to this particular mu- 
nicipality and its authority to issue bonds would not permit the 
levying of any taxes to take care of the bonds. 

We went to the expense of having one of the recognized bond- 
examining attorneys go to the city and confer with the officials and 
with the legislative officials. The act was not property passed and 
the attorney handling the investigation advised us that the issue 
was unsafe, in his opinion, to market. We naturally declined to 
purchase it. 

About six months later, much to our surprise, we found the issue 
advertised in the daily financial papers together with the opinion 
of another recognized bond-examining attorney. According to the 
reading of the opinion any bond house would have the right to buy 
that issue of bonds, offer it to the public and the public could buy 
it feeling that the legality of the issue had been properly attended 
to. The opinion was true in ever^r sense that we might desire from 
the standpoint of the bond business, so far as not making any mis- 
statements, but it simply stated that the bonds were issued in 
accordance with the constitution of the State pertaining to the 
laws affecting this particular issue. It did not state that there was 
no taxing power under which the municipality could levy to take 
care of the bonds in the event that the earnings would not be 
sufficient; in fact, with the price of coal the city was paying at 
the present plant which it owned, its own plant was not paying, 
and the city's idea in building this new plant was for an adver- 
tising purpose and to secure manufacturing plants. 
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The leason I am <ialEi(kk this to your attention is that I fed that 
an issue of bpndi cffefed publidy with the lecc^nised opinion of a 
bond-eyHiiffing altomey is veiy dangerous to the investing public. 
The/e ixi^jakay houses that I feel sure would consider handling 
:iibWtaoncl without the proper investigation, eqiedally as it can be 
'••*. pbiight through a contractor, and contractors figure that in some 
> * way they can erect a plant taking a chance, and then if th^r cannot 
complete their contract may lay down on the job and the com- 
munity must issue more bonds. We asked the officials of the com- 
munity how they expected to pay this bond issue. Th^ stated 
that was the future wony of their successors. 

In addition, if the plant did not bring in enough earnings, the 
city felt that the legislature should save its credit. As it hap- 
pened, the legislature was not granted even sufficient authority 
to take care of the issue in its original form, and th^ would not 
take care of it in the future, just because of the general attitude and 
that want of authority — ^the other towns in the vicinity are 
naturally jealous in such a case and will be sure to oppose and pre- 
vent such legislation. 

Mr. PregcoU: In the interest of conservation of time, I want 
to say in regard to this next question, which is a very lively ques- 
tion, that we shall have to be very much to the point. A full dis- 
cussion of it might extend to considerable lengths. So I am going 
,to ask each one of those who may desire to speak to the question 
to be as brief as possible, as the President b putting the brakes on 
my time. I want to give you all a chance, but try to make it 
snappy and brief. 

Rating of Securities 

That question is : — Is it practicable to rate public service securi- 
ties in manuals for general use, so as not to be misleading? Is it 
desirable from the point of view of the investing public, the public 
served, or the utilities? Mr. Henry R. Hayes, of Stone & Webster, 
will make a few comments on that subject. 

Mr. Hayes: Mr. Chairman and Gentlemen: In opening this 
discussion, I want to make it clear and at the same time to confine 
myself to facts and to an arrangement which the Committee has 
made with some of the leading rating services. As we all know, in 
the field of public service securities, we have distinctly two classes 
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or groups of securities. We have securities of operating companies 
and those of the holding companies. Each of those groups have 
what we might call bond and note risks, preferred stock risks and 
common stock risks. In the development of the holding company, 
we find bonds issued which have as securities stocks, so that those 
bonds really, in e£Fect, are stock risks. Now, it so happens that, 
in the theory of rating, some of those services have just one classi- 
fication for all types of services. They have a classification of 1, 
2, 8, let us say, with various grades, or a, b, c, for a bond risk, for a 
preferred stock risk and for a common stock risk. The Committee 
has taken this up with the leading rating services, had a very frank 
discussion with them and found that they were very co-operative 
and solicitous to have some system that is sound in theory. Under 
the present basis of rating or attempted rating, the Committee 
feels that there is a fundamental unsoundness. 

The two leading services for the 1923 ratings have agreed to 
change their keys so that they will have one key for bond risks, 
another key for preferred stock risks and still another for conmion 
stock risks, and presumably, therefore, after the struggles of trying 
to evolve a system of that kind, we will see some such rating system 
effective in 1923. 

Mr. PrescoU: Is there anybody else who wishes to comment on 
this work. 

Mr. Allien: I think all of us, more or less, are of the opinion that 
it is impossible for a rating service, no matter how comprehensive 
it may be, to rate honestly and conscientiously all the securities 
that are put out by all of the bond houses. The best rating that 
can be given any security is the name of the bond house that puts 
it out. It would seem impossible to me that any member of this 
organization would undertake to pass on all of the securities put 
out by all the other members, but certainly any member of this or- 
ganization who is building securities has more fundamental knowl- 
edge of the work of securities in general than any rating service. 

There are several things that enter into the rating of a security 
or the worth of a security, that do not appear in a balance sheet, 
that do not appear in the earnings statement and that do not 
api)ear in a circular. Any bond that is put out has excellent 
management, has a fine moral risk — at least in the circular that 
puts it out — ^but there are certain companies and certain securities 
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that have better moral risks than others, and they can't appear in 
a rating, so that I think it is the conaensos ci opinion probably of 
the entire banking fraternity that a rating service cannot adequate- 
ly cover the security of any bond issue; but we are face to face 
with a condition and not a theoiy. That is a theory. Theoreti- 
cally, they probably cannot be properly rated, but the rating service 
is here. It has spread pretty generally all over the country. It 
has not reached the west coast yet. It is on its way. We, who 
do business in the Middle West and in the East, know that the rat- 
ing service is something we are going to have to wori^ with. The 
thing for us to do probably is to work with it and try to make it as 
good as it is possible to be made. When we get all through and 
make it perfect from the standpoint of its workability, it is still 
going to fail, but as long as it is with us, it is the consensus of 
opinion of this Committee that we must work with that rating 
service and not against it. 

There is one thing that we do not have to do, however. We 
do not have to make capital for the rating companies. We do not 
have to advertise or use the rating service in the selling of securi- 
ties. It would seem unnecessary to su^^est to this Association 
that the members do not use these rating services in selling, be- 
cause if we do we confess our own weakness. We confess our in- 
ability to pass on our own securities, when we use somebody else's 
rating in selling. [Applause.] 

Mr. Prescott: Does anybody else wish to comment on this veiy 
important question. If not, we will pass to the report in general. 
Is there anyone who has read the report of the Committee who 
has noticed any particular section or part of it with which he de- 
sires to take exception, or to comment upon particularly? Mr. 
Peirce, have you anything to say on the report in general? 

Mr. Peirce: On the open question assigned to me here I have, 
but before I take that up, I want to say one sentence on this rating 
business: That, if the clerks of these rating bureaus were of such 
transcendental ability that they were able to pass judgment on all 
the securities of this coimtry, we would be scrambling for them at 
salaries of $25,000 to $30,000 a year apiece for our buying depart- 
ments. 

Now, the only other thing is this: In the report of the PubUc 
Service Securities Committee is this reference to the California 
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Power Bill. That is down for discussion for tomorrow in the sub- 
ject, "Order of Business. " Mr. Creed, the President of the Pacific 
Gas & Electric Company, is coming down here to analyze that 
bill. He is probably the best man in the State of California to 
make that analysis, by reason of being President of the Pacific 
Gas & Electric Company, and being a trained attorney. I would 
suggest, and urge upon each delegate here, that he read that section 
of the report dealing.with the California Water Power Bill, and be 
thoroughly familiar with that section of the report before the dis- 
cussion tomorrow. 

Mr. Prescott: Any other comment on the report in general? 
If not. Gentlemen, we are to have the privilege this morning of 
listening to a brief address upon one of the subjects which, I am 
sure, will be of greatest interest to all of us. One of the most out- 
standing features of California's wonderful development has been 
the hydro-electric development. We have been up to see a few 
power plants; many of us, perhaps, will see a few more before we 
go home. Mr. George R. Martin, of the Security Trust and Sav- 
ings Bank, Los Angeles, will speak on hydro-electric development 
in California. 
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THE WHITE GOLD OF CALIFORNIA 

(Hydro-Electric Power Development in California) 

GsoBGE R. Mabtin 
Security TVust And Sftvings Bank, Lob Angdes, CaHforai* 

With seventy million dollars expended this year for developing 
electricity from the water courses of Calif omia, and conveying and 
distributing it to the markets where it is in immediate demand, 
the financial aspect of the electrical business is of such importance, 
both present and f uturei that it is the dominating factor in the con- 
sideration of California investments. While the appropriations 
for hydro-electric construction in 1922 made a new record the 
State is only upon the threshold of its great, comprehensive and 
complete development era. For the ensuing ten years, appro- 
priations of one hundred million dollars a year will be required to 
carry on the surv^ed and charted programs of the hydro-electric 
power companies, for accelerating production to meet the annual 
increase of requirements as demonstrated by actual experience 
within the past few years. 

In the consideration of the development of electricity from 
streams that have for centuries swept down to the sea in destruc- 
tive floods, or idled their way to tidewater, it should be borne in 
mind that hydro-electric energy produces the nearest maximum 
production at the minimum consumption, and increased produc- 
tion automatically produces property-wealth, which is the basis of 
safe and conservative investment. This is a fundamental fact. It 
can be stated in still another way : namely, that there is no diminu- 
tion — ^no wastage in Nature's resources when electricity is being 
generated by water power. But when electricity is generated by 
coal or oil these valuable resources of the earth are destroyed for- 
ever and cannot be put to the other uses which the world is con- 
stantly demanding of them. In the development of hydro-electric 
power the first investment is practically the only investment and 
there is comparative freedom from industrial interruptions of 
almost any nature. Therefore when we relate that this year an 
army of 8,000 men is working upon electric development construc- 
tion in California, and during the next twelve years its ranks will 
probably be increased to 10,000 men, we see that California is 
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awake to the importance of quickly conserving her wonderful 
natural resources, and setting them to producing wealth and 
prosperity; that she is awake to the fact that water power is the 
power of the future and that her industrial life depends upon it. 

Dollar for dollar, day's work for day's work, the hydro-electric 
development of California, now well under way, is the greatest 
construction undertaking in the annals of North and South 
America, and probably of the world. Based upon the present esti- 
mates of the conmiercial value of horsepower of hydro-electricity 
as compared with the cost of producing power from fuel, its com- 
plete development is placed at about 1935. The new investment 
up to that date will aggregate one billion dollars, or almost three 
times the construction cost of the Panama Canal. There has 
already been developed in the State 1,500,000 horsepower. Devel- 
opment in 1922 and 1923 will aggregate about 300,000 horsepower, 
or twenty per cent on top of all that has been developed, and this 
peak of development has barely kept abreast of the demands — so 
steady — so permanent is the movement of population and indus- 
try to this State. 

Of the development work now in progress and planned for 1923, 
about sizty-five per cent is in hand by the Southern Calif orhia 
Edison Company of Los Angeles and the Pacific Gas & Electric 
Company of San Francisco. The other hydro-electric companies, 
namely the Califomia-Qregon Power Company, the Great Western 
Power Company, the Western States Gas & Electric Company, the 
San Joaquin Li^t & Power Company and the Southern Sierras 
Power Company are also engaged in development work, in their 
respective territories, and have plans for speeding up their activi- 
ties to conform to the demands of their power markets. The city 
of Los Angeles has additional hydro-electric power developments 
planned and the city of San Francisco is proceeding with its 
Hetch Hetchy development. Steam power, pending ultimate 
development of the waterpower resources of the State, is a neces- 
sary auxiliary, and additional installations are being made by the 
Los Angeles Gas & Electric Company and the San Diego Gas & 
Electric Company to their present plants to meet their increasing 
power needs. 

Of the hydro-electric development now going on it is only 
possible within the few moments allotted to me to outline the 
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construction programs ol the two largest hydro-electric power 
companies in this State, that of the Southon Cahf <Nrnia Edison 
Company with respect to its Big Creek-San Joaquin River pro- 
ject in the High Sierras of northeastern Fresno County and that of 
the Pacific Gas & Electric Company on the Pit Kver in north- 
eastern California near the Oregon line. 

Unprecedented in magnitude is the co-ordinated development 
program of the Southern California Edison Company on the Hi^ 
Sierras project, both from an engineering and an electrical stand- 
point. There the problem is the central mountain torrents, which 
drain enormous areas of mountain watersheds, where the snows 
linger long and the spring rains swell the streams to raging tor- 
rents that have for untold time ravished the valleys of central 
Calif omia with their floods. To store these flood waters and con- 
serve the flow of these streams by impounding dams, high in the 
mountains and by these dams to increase the depths of what are 
now little more than ponds, is the underlying feature of the work. 

From a chain of hdces varying from 7,000 feet to 10,000 feet in 
altitude the water is delivered to the first Edison power house on 
the Big Creek-San Joaquin project through a fall of 2,170 feet, 
and from the first to the second at a drop of 1,900 feet, and then 
again further down the grand canyon of the San Joaquin River 
to a third power house. In a few weeks, work will be started on the 
fourth of this string of power houses, which will generate one 
hundred thousand horsepower. This will come into service next 
summer and will be the largest hydro-electric power plant west of 
Niagara Falls. Its ultimate capacity will be two or three times its 
original. Below this fourth development and yet farther down the 
San Joaquin gorge is the site of the fifth power house, which will 
use the same water for the fifth time in generating electricity at the 
enormous aggregate drop of 6,000 feet from the first power house, 
and then the flow of the stream controlled and harmless will do its 
work of gravity irrigation on the rich lands of central California. 
Four or five more power houses are to be built before the full mil- 
lion and a quarter horsepower potentiality of the Big Creek-San 
Joaquin work is completed, some ten or twelve years hence. In 
two directions from the supply base and construction head- 
quarters, active development is now going on over a far-flung line 
of sixty-five miles where an army of 5,000 men are engaged. 
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Florence Lake tunnel, fourteen miles long, which will convey the 
waters from the back ranges, Florence Lake and Vermillion Lake 
to Huntington Lake, is the feature of the work which is jus( now 
attracting the attention of the engineering world because it is the 
longest tunnel ever projected on this hemisphere. It was started 
in December, 19120, and will be finished in March, 1925, making 
a world's speed record for drilling through solid granite. lii this 
High Sierras project eighty-six miles of tunnel will be bored through 
solid rock. As a matter of comparison, it is interesting to note 
that the Panama Canal, from deep water to deep water, is only 
fifty miles long, the work being mostly open excavation and many 
miles of near-shore dredging, instead of gouging under mountains, 
in high altitudes and under winter conditions, by the strength of 
giant powder. 

Diametrically different from the Edison High Sierras project is 
the big development now progressing on the Pit River by the 
Pacific Gas & Electric Company. The Pit River is the most easily 
controlled and consequently the most wonderful natural power 
stream in the State, and has a rated electrical potentiality of over 
600,000 horsepower. Of this remarkable water course, which is in 
reality the upper Sacramento River, the unique feature is that its 
constant and almost even flow of about twenty-five hundred 
second-feet is over twice the precipitation in its apparent drainage 
area. This is accounted for by subterranean sources, which reach 
through lava beds as far as Idaho, and some geologists say that 
they tap the Columbia River. It is also fed by Fall River, Rising 
River and by Hat Creek, upon which latter stream the Pacific Gas 
& Electric Company has constructed^ as a preliminary to its Pit 
River project, two small but modem power houses, with a capacity 
of fifteen thousand horsepower each. The first big development is 
known as Pit River Number One, which has a capacity of ninety- 
four thousand horsepower. This plant is just coming into opera- 
tion and is the first of a chain of five power houses which will be 
built as the electric demands of San Francisco and the Bay Cities 
require, at points ranging sixty miles down stream, and terminating 
at Pit River, Big Bend where a generating plant of 256,000 horse- 
power will complete the project. According to present estimates 
of requirements, this construction program will be finished about 
1932. 
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Of great importanoe in the oootemplatioii of CalifcMiiia's elec- 
trical adiievenients, and periiaps <Mie ci the things ivhidi caused 
Secretary of Commeroe Herbert Hoover to say that ''California 
leads the world dectricaOy**' is the construction of 443 miks of 
220,000-volt transmission lines, the highest voltage at whidi elec- 
tricity has ever been transmitted in the worid, and which will 
result in vast economies in investment and c^ieration. Two hun- 
dred and twenty-three miles of these transmission lines are being 
built in the south by the Southern California Edison Company 
and 200 miles in the north by the Pacific Gras & Electric Company. 

Every dollar expended by the power companies is under super- 
vision by the California Railroad Commission and is checked and 
audited by staff engineers and accountants of the Commission, 
who spend much of their time on the job. Upon the reports of 
proper expenditure and demand, the Commission authorizes the 
sale of the bonds of the companies for the senior financing and the 
issuance of their stock for the junior financing. Thus, construction 
proceeds on the basis of conservative financing and the bonds are 
amply protected by actual investment in property largely in excess 
of the amount of bonds issued. 

A new feature of electric utility financing in California is now 
challenging the attention of investment bankers and investors 
alike. It is known in the East as "The California Movement," 
and in the West, as "The People's Project," a name given it by 
Mr. R. H. Ballard, vice president and general manager of the 
Southern California Edison Company. The movement was 
originated by Mr. A. F. Hockenbeamer, vice president ot the 
Pacific Gas & Electric Company in charge of finance. As early as 
1014 when the storm of war was breaking over Europe and the 
demand for money made financing of construction projects diffi- 
cult, Mr. Hockenbeamer conceived the idea of selling the stock of 
his company to its own consumers, thereby securing locally a part 
of the funds for progressive development and making the sale of 
bonds possible^ later on» to the company's consumers and other 
California investors. This stock was issued, of course, under 
authority of the State Railroad Commission. From this began the 
consumers' ownership movement of public utilities, which today is 
being adopted as a fundamental of finance and policy by the great 
majority of the electric utilities of America, and which has been 
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proved in this State automatic in its working, and co-operative in 
its spirit. 

Of the Edison Company's common capital, $85,000,000 stock 
has been sold in this way to 48,000 individual stockholders, the 
largest numiber of individual stockholders in any electric utility in 
the world. In one week — John B. Miller week — 11,000 individual 
subscriptions were taken. Nearly all of these stockholders reside 
in Los Angeles and the ten counties of southern and central 
California served by the Edison Company, and the great majority 
of them are consumers of Edison electricity. 

It is estimated that at this time there are over 125,000 Cali- 
f omians who own the bonds or the stock of the electric companies 
which supply them. The constant active market for California 
electric securities, the regularity with which the sales go on, the 
factor they have become in determining the price of other cor- 
poration securities in California, indicates that the predictions of 
electrical financiers are well based, and that the great majority of 
the patrons of these utilities wiU within a few years be either stock- 
holding partners or bond holders or both in the electrical business. 

Four million horsepower is the estimate of California's develop- 
ed and undeveloped hydro-electric power. Anyone attempting to 
figure out the benefits that are to come to Los Angeles, San 
Francisco and the other cities and districts of California from a 
development of these electrical resources, is confronted with the 
most astounding conclusions that overwhehn the imagination; for 
so great is the multiplying power of hydro-electric energy when 
applied to lands, manufacture and populations. 

Some years ago A. Emory Wishon, general manager of the San 
Joaquin Light and Power Company of Fresno, worked out a series 
of tables based upon long records, showing the increase in land 
productions, home building, merchandising, the things that go 
with community growth and the accumulation of personal and 
community wealth, which resulted from the installation of each 
horsepower of new electricity. These tables have been in use by 
the other power companies of the State for a long time, and having 
been checked with the increase of their business in many ways, 
they are now accepted as mathematically accurate. 

For example, during the first six months of 1022 the Southern 
California Edison Company's new meter connections represented 
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a new electric load equivalent to 28,000 horsepower. Applying the 
Wishon tables we find that this means an increase of 56,000 in 
population, requiring 11,000 new residences; the reclamation and 
cultivation of 86,000 acres of semi-arid land; supplying power for 
driving 130 factories, which would employ on their pay-roUs 
4,500 industrial workers, and so on down through all lines of 
business, resulting in a potential increase of individual and com- 
munity wealth amounting to $168,000,000. 

From these, the outstanding physical, financial and economic 
features of Califomia's hydro-electric problems, as of the present, 
we may glance over the immediate horizon and see what confronts 
the power men, who under State regulations, have shouldered the 
tremendous responsibility of providing the most essential element 
of modem life to the people that they serve. It becomes the duty 
of the power men to look ahead and project their plans for con- 
tinuing to bring in new sources of power, both for this State and 
the vast region which is commercially tributary to the ports of the 
Pacific. The Colorado River is the answer to the quest for power 
and more power that people may live and thrive, accumulate 
property and prosper, and that the West may become the home of 
millions more of this fast-growing nation. 

The preliminary steps have already been taken to carry on this 
great development work. The Colorado River in its course of some 
three hundred miles from the Arizona-Utah State line to the Gulf 
of California has a natural fall of about three thousand feet, 
making possible the development of five miUion horsepower of 
hydro-electric energy. 

The United States Geological Survey and the Federal Power 
Commission are conducting surveys and engineering investigations, 
looking to the development of the stream as a whole under one 
co-ordinated plan for the greatest economy of development and 
giving due weight to the necessity for flood control and the eco- 
nomic advantages of storage of water for irrigation and of enor- 
mous power developments. An interstate commission, headed by 
Secretary of Commerce Herbert C. Hoover, b endeavoring to reach 
an agreement between the seven Colorado River basin states to pro- 
vide for the equitable distribution of the waters of the Colorado. 

Surveys for the construction of a flood control dam have been 
made by the United States Reclamation Service at Boulder 
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Canyon on the Arizona-Nevada line, and the Southern California 
Edison Company has filed with the Federal Water Power Com- 
mission and the State authorities of Arizona and Nevada, upon 
approximately six sites on the river with a potentiality of approxi- 
mately four million horsepower, of the five miUion horsepower 
potentiality of the stieam. The remaining milUon horsepower is 
within the Grand Canyon National Park, and cannot be devel- 
oped without a special Act of Congress. The consideration of these 
matters is now in the hands of the Federal Power Commission and 
the interstate commission, of which latter body Herbert C. 
Hoover, Secretary of Commerce, is the chairman. 

The Iklison Company proposes to begin concurrent develop- 
ment and control of the Colorado River at Glen Canyon and at 
Boulder Canyon, three hundred miles below and to prosecute 
the intermediate development when the market for power shall 
require it. The question, thus naturally arises with you — How can 
such a giganUc undertaking be financed? The answer is found in 
the confidence of the West in its own securities, and in the increas- 
ing ability of the West to finance its great electric, irrigation and 
reclamation projects now being carried on. The money cost of the 
Edison Company's High Sierras project alone is said to be equiva- 
lent to a sum sufficient to do about seventy-five per cent of the 
construction necessary to control the Colorado River and conserve 
its electrical resources. The important fact to be remembered, 
however, is that the communities and states of this whole Pacific 
country are feeling the effect and the stimulus of a more co- 
operative spirit which has never manifested itself to such an 
extent as today. These communities, with interlocked mutual 
interests, with increased wealth and increased ability to absorb 
their own securities, will become more and more able to carry the 
burden of financing their own industries and the development of 
their resources. 

This story of the White Gold of California can be nothing more 
than a glimpse of the electric power development of the State and 
its vast potential possibilities. It must end as it began with the 
great central thought that runs through the whole stupendous 
plan, that hydro-electric development provides the maximum of 
production, with the minimum of consumption, and that it makes 
property-wealth and consumes none of the valuable fuels of the 
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earth. It has come to be the most substantial fundamental of all 
property value m California and the western states that have 
hydro-electric resources and a basis for saf e» permanent, easily 
nuirketable and patriotic investment. This is a big job, the 
biggest construction job in the country, gentlemen, but California 
wiU see it through. 
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REPORT OF THE REAL ESTATE SECURITIES 

COMMITTEE 

Prior to the World War but a very small percentage of our members engaged 
to any extent in making and marketing loans based largely or solely upon real 
estate security. Such business was done mostly by local houses engaged in real 
estate, insurance and banking business, trust companies, insurance companies and 
private individuals. Most of such loans were absorbed locally or taken East or 
abroad, through agencies of long standing; and the size of such loans, as a rule, did 
not attract investment banking houses with capacity for more than local distribution. 

Hie restrictions upon building imposed during the war, the passage of heavy 
Federal income taxes, the money stringency, the agricultural crisis and tbe indus- 
trial depression were all factors creating a building shortage on one hand, and, on 
the other, forcing farmers, individuals and industrial corporations to finance them- 
selves by encumbering their land, forests, mines and buildings by means of mortgage 



On the one hand, these powerful economic forces, coupled with local pride and 
the desire to help build up one's conununity and, on the other, the necessity of 
originating home business to neutralize the curves of descending margins and 
ascending overhead in the bond business, following the softening of money rates, 
have so operated that today a large and increasing percentage of our members, 
especially in towns of 500,000 and less, are more or less actively engaged in making 
and selling loans based on some form of real estate, in addition to the lines in which 
they have been previously engaged. 

While real estate mortgages are probably the oldest form of security known, it 
is doubtless true — 

1. That the majority of our members have had the bulk of their 
experience in connection with government, municipal, railroad, utility 
and industrial bonds, and their research work has been along those lines; 

2. That abnormally high rentals and abnormaUy high building costs 
have created a situation fraught with speculation in the real estate field; 

8. That most of our members have not studied the situation closely 
enough nor had sufficient experience to be possessed of as eflScient yard- 
sticks for measuring real estate loans as they already had for measur- 
ing bonds of governments, municipalities, railroads, public utilities or 
industrials. 

On the theory that he prospers most who best serves, it seems proper that we 
give some thought to the problems that confront a considerable number of our 
members, having in mind that your Committee believes its function to be that of 
getting the facts and laying them before the members, rather than to enter into 
controversy between members among whom there is opportunity for honest 
diffeienoes of opinion. 

First, let us consider the economic phases: — 

(a) AgrieuUurai Loans: 

In the period of deflation following the war, because the farmer had over- 
ezpanded and later because of the very severe drop in the value of all farm com- 
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earth. It has come to be the most substantial fondamental of all 
property value in California and the w esl e n i states that have 
hydro-electric resooroes and a buns for safe, permanent, easily 
maricetable and patriotic investment. This is a Ug job, the 
biggest construction job in the country, g^itlemen, but California 
will see it through. 
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REPORT OF THE REAL ESTATE SECURITIES 

COMMITTEE 

Prior to the World War but a very small percentage of our members engaged 
to any extent in making and marketing loans based largely or solely upon real 
estate security. Such business was done mostly by local houses engaged in real 
estate, insurance and banking business, trust companies, insurance companies and 
private individuals. Most of such loans were absorbed locally or taken East or 
abroad, through agencies of long standing; and the sise of such loans, as a rule, did 
not attract investment hanking houses with capacity for more than local distribution. 

The restrictions upon building imposed during the war, the passage of heavy 
Federal income taxes, the money stringency, the agricultural crisis and tiie indu»- 
trial depression were all factors creating a building shortage on one hand, and, on 
the other, forcing farmers, individuals and industrial corporations to finance them- 
sdves by encumbering their land, forests, mines and buildings by means of mortgage 
security. 

On the one hand, these powerful economic forces, coupled with local pride and 
the desire to help build up one's community and, on the other, the necessity of 
originating home business to neutralize the curves of descending margins and 
ascending overhead in the bond business, following the softening of money rates, 
have so operated that today a large and increasing percentage of our members, 
especially in towns of 500,000 and less, are more or less actively engaged in making 
and selling loans based on some form of real estate, in addition to the lines in which 
th^ have been previously engaged. 

While real estate mortgages are probably the oldest form of security known, it 
is doubtless true — 

1. That the majority of our members have had the bulk of th^ 
experience in connection with government, municipal, railroad, utility 
and industrial bonds, and their research work has been along those lines; 

2. That abnormally high rentals and abnormally high building costs 
have created a situation fraught with speculation in the real estate field; 

8. That most of our members have not studied the situation closely 
enough nor had sufficient experience to be possessed of as efficient yard- 
sticks for measuring real estate loans as they already had for measur- 
ing bonds of governments, municipalities, railroads, public utilities or 
industrials. 

On the theory that he prospers most who best serves, it seems proper that we 
give some thought to the problems that confront a considerable number of our 
members, having in mind that your Committee believes its function to be that of 
getting the facts and laying them before the members, rather than to enter into 
co n trovers y between members among whom there is opportunity for honest 
diffeiences of opinion. 

First, let us consider the economic phases: — 

(a) AgneuUural Loans: 

In the period of deflation following the war, because the farmer had over- 
expanded and later because of the very severe drop in the value of all farm com- 
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modities, conditions with which you are all quite familiar, rural credits became 
suddenly frozen; the curtailed buying power of the farmer was a serious mf»n^n^ 
to the business of the country; country banks were in a perilous position* and the 
farmer utterly discouraged. Mortgages previously issued were going to foreclosure 
and there were few takers of renewal paper. The speed with which the situation 
has changed in the older agricultural sections within the past twelve months is 
astonishing. It is a testimonial to the strong resiliency of the American farming 
people. There are still sections where farmers are awaiting their harvest with 
eagerness, as the proceeds will enable them to take the first steps in the liquidatioii 
of their indebtedness to banks and mortgage holders. Softening of money rates 
and rising prices for municipal and corporation securities have, during the past few 
months, brought a number of the large insurance companies back into the mortgage 
loan field, and these operations have, no doubt, been a big factor in alleviating rural 
credits in the older, more settled portions of the country. 

It is doubtful, however, if the members of the I. B. A. of A. realise fully the 
extent to which their operations in the handling of bonds of the Federal land banks 
and Joint Stock land banks have been a factor in alleviating the rural credit 
situation. Honorable Charles E. Lobdell, Farm Loan Conunissioner, writes, under 
date of August 1, 1022, that up to that date Federal Land Bank Bonds in the 
amount of $586,096,775 had been issued and sold and that $163,889,100 of Joint 
Stock Land Bank Bonds had also been sold, making a total of $750,585,875 of the 
two classes of paper — all sold in aid of the farmer. To what extent the proceeds of 
these loans were used to pay debts due to country banks and by them used in 
reduction of rediscounts and bills payable, it is impossible to ascertain. In answer 
to an inquiry on that point, the Farm Loan Commissioner states: 

"In May of the present year, we decided to test out applications for 
a given period and made note of each application from May 5th to the 
22nd, inclusive. This was the ordinary, regular run of applications as they 
were submitted to us as basis for bond issue. During that period there 
passed through our Statistical Division 2,558 loans. In 1,170 of these 
loans aggregating $4,314,250, $3,082,106 went direct to local banks." 

From the foregoing, it may be fairly inferred that a substantial percentage of 
the proceeds of Land Bank and Joint Stock Land Bank Bonds were used to reim- 
burse country banks. 

As previously stated, money is still scarce and high in some rural communities 
and much could be said concerning present prices for farm products, hi^^ frei^t 
rates, lack of transportation and other material handicaps under which the farmer 
is laboring, but, by and large, the crops this year have been bountiful. In some 
sections, country banks have entirely paid off their rediscounts, and in most sec- 
tions material progress in that direction has been made. 

Much has been said concerning past inflation in farm land values. A researdi 
recently conducted in Iowa indicates the amount of speculation and inflation in 
land values in that state in 1919 and 1921 has been overestimated, that there has 
been some general sag in land values throughout the state but that, during the 
period of so-called speculation, less than 6 per cent of the farms changed hands in 
any one year and that the vast majority of the farms did not change hands at all. 
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The oondiisiQii is that good improved land in Iowa, operated by its owners, is as 
safe to loan money on today, if not safer, than it was five years ago. In other* 
newer states, where inflation was greater and subsequent deflation more drastic, the 
same oondusion is relatively' true. 

(6) Loans om City Prapeviy: 

These loans naturally group themselves into loans on buildings for dwelling pur- 
poses and loans on business property. Loans on small dwellings have been elim- 
inated from consideration, because in the nature of things they have been taken 
care of by private money loaners, building and loan associations and other local 
institutions. Loans based on apartment houses and hotels, because of their size* 
have engaged the active attention of many of the members of the I. B. A. of A. 
These loans have been incurred for the erection of buildings stimulated by the 
housing shortage and the natural increase in population, and are important for us 
to consider. Loans based on construction of new office buildings are also important 
to the members, but, owing to the industrial depression, high money rates and 
labor disturbances were not an important factor, by and large, in the earlier 
months of this year. Conditions have changed, and such loans are again important 
to consider. Not many loans are being made to finance the erection of new factory 
buildings, warehouses, etc., as the period of war expansion provided most of our 
industrial companies with excess plant capacity, and such loans as are being made 
on factory properties today are, for the most part, incurred to fund over a period of 
years, debts arriving out of readjustment of inventory values and operating losses 
for 1921. These are fundamentally more in the nature of industrial bond issues 
than real estate mortgage propositions, and represent a type of financing with 
which the members of this Association are more or less familiar. 

It is in connection with loans on apartment houses, hotels and office buildings 
that there seems to be the widest difference of opinion and practice between the 
members of this Association in regard to methods of arriving at sound values, per- 
centage of loan to valuation, style and term of loan, rates of interest, supervision 
during construction, representations in descriptive circular, commissions charged, 
legal safeguards and selling methods and costs. Economists point out that build- 
ing costs are still at above 200 per cent of 10-year average figures, and the tendency, 
for the moment, at least, seems to be upward, rather than downward. Rentals, 
especially in new apartment houses and new office buildings, run from double to 
tr^Ie average figures for the past 10 years; yet information comes from two impor- 
tant middle western cities that there are already more apartments available than 
needed and that rents on older buildings have begun to decline. 

In view of these circumstances, it behooves each member bouse dealing in this 
dass of paper to apply the closest of scrutiny to matters of valuation and rental 
income, as well as to make provision for early serial retirement of the debt. Other- 
wise, it is inevitable that, with the readjustments which are bound to come in 
values and property income, the bond holder will be forced to take a wholly un- 
warranted loss, simply because his investment banker was not a student of eco- 
nomics and was driven by his sales department into making excessive loans, 
unregardf ul of the laws of action and reaction and of the cycle movement of prices. 

Realising that, on many of the points mentioned in connection with real estate 
building loans, there is the widest opportunity for honest difference of opinion, and 
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belimag it for the best intcfcit ol the ncmbcfs to Ising these 1^^ 
to them, A red ctUte loan ipintinmMure inv ol v iii g aizteen qowtioee wm neealdj 
Mdboiitted to the mftin office membcfs of the L B. A. of A. Out of the 584 nuuB 
offices cncuMnsed* lepbee hftve been leoeiTcd fnMn £25 menben. A copy of the 
qwHoimaire and tatwiletion of the rqiliee if appended to Uiia Report, and doobt- 
leas lepRJcnta the atntinient of our Bifinlwia on. the <|oeitiona pot up to thcni. 

GcnenDy iprakin g, there are two clef ■ of hooaea in the investment banking 
buiin ess, Those which are of^gtniaed and actuated from the sdling end, and thoae 
wUdi are otpinigrd and actuated from the biqring end. The pitfalk before both 
Hsssfi are nameroos mnngfa. Hiose before the former claas (not to mention their 
triHting clients) are indeed wide and vcfy deep. In all branches of investment 
hanking, for huting sncreas, one must be a student first, and then a mcrchandiaer. 
In a field so new to many of the members, it has been f dt that the Committee on 
Beal Estate Securities would be most useful by gathering and disseminating among 
the iiifinlwis facts, figures, text-books, pamphlets, authentic infonnation dealing 
with afl of the new problems bearing on real estate values, income and securities. 
In other words, giving the members the wherewithal to measure, rather than to sit 



As a small beginning, through the co-operation of the National Association of 
Building Owners and Managers, Edison Building, Chicago, several pamphlets have 
already been forwarded to the members. The first, a copy of that Association's 
IMO Experience Exchange, giving detailed and tabulated operating results for 00 
office bufldings in 10 leading cities for that year. Later, an ably prepared mono- 
graph, entitled, "The Effect of Obsolescence on the Useful and Profitable Life of an 
Office Building," and more recently, a bulletin recommending a standard tax 
participation dause for all leases on business property. Others are in process of 
preparation and will be distributed shortly. Your Committee greatly appreciates 
the co-operation it has received from the officers of the National Association of 
Building Owners and Bianagers, and commends their woric as being practical, 
instructive and of real value to all of those directly or indirectly interested in the 
ownershq) of large business properties. 

Another very valuable piece of work is being carried on by the Institute for 
Besearch in Land Economics, recently established under the direction of Ph)f essor 
Richard T. Ely, University of Wisconsin, Madison, Wisconsin. This institute, in 
addition to siqwrvising the publication of articles on specific subjects dealing with 
land in all its phases, is prepared to do special research work for clients having 
particular problems to work out, such as colonising, housing problems in industrial 
cen t e r s, etc 

Your Committee has endeavored to prepare a bibliography of available text- 
books which would be of interest to those who desire to go deeply into the subject 
of land economics. Only a beginning has been possible, but the books included in 
the appended Jist are believed well worthy of consideration. 

Second, let us consider the legal phases: 

(a) Rent Laws: 

In the report of your Committee a year ago, the then recently enacted rent 
laws were analysed and fully discussed. So far as can be ascertained, there is no 
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diange in the situAtion with respect to these Ulwb, excepting that some of them 
have expired by limitation and in practically all cases the natural law of supply and 
demand has operated to render them obsolete. These laws did discourage building 
during the war emerge n cy and have contributed thereby to the subsequent shortage 
of quarters for residence purposes. 

(b) Denimm BiU: 

The various features of this bill* which is before the present Congress, that have 
any bearing upon real estate securities, will, we are informed, be fully covered in the 
r^Kirt of another committee. 

(e) Zoning Ordinanee$: 

If one will study historical maps of the larger European cities, Paris for 
instance, made at intervals over the past 500 years, and even those of the larger, 
older American cities, one will observe many fundamental changes in the map so far 
as relates to major streets and topography — all of which have been the result of 
economic pressure brought from somewhere. 

The desirability, for both practical and esthetic reasons (although there may 
be arguments to the contrary), of limiting the height of buildings, segregating 
business property from residential districts and creating recreational centers, has 
brought about the establishment of coning ordinances in many of the principal 
large cities of the United States and their subsequently being upheld by the Supreme 
Court of the United SUtes. 

Except in those cities where this has been the order of the day for some time, 
the present effect of these ordinances has been to unsettle, rather than to settle, 
real estate values. They have operated to make many pieces of property impossible 
of the use for which the owners had intended them, and, although most people with 
a public conscience, looking well into the future, will agree that regulatory ordi- 
nances of this kind are necessary to safeguard future values of real estate properiy 
located and adaptable to the uses intended; it must be granted that many c^ the 
ordinances passed have been ill advised; have been subject to subsequent amend- 
ment, zones changed and exceptions made, so that there is today, in many cities, an 
absence of the stability in respect to the very protection to which these ordinances 
are dM'g'*^ and which stability they will probably, in the end, afford. 

In presenting this report, the Chairman of your Committee desires to say: 

1. That his house does not deal in real estate securities, excepting in 
bonds of the Federal and Joint Stock Land Banks; 

2. That no meeting of the entire Committee has been feasible during 
the year; 

8. That, out of the conferences held between the Chairman and vari- 
ous members of the Committee, it was apparent there were some differ- 
ences of opinion; consequently, this report must be regarded as that of the 
Chairman only. 

Respectfully submitted, 

Morris F. Fox, Chairman 
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BiBLIOGRAPHT OF TBXT-BoOKB RxOOlOfXNDKD FOB UsB IN THE StODT OF THB 
BbOADBB FbOBLEIfB RxLATINO TO RXAL EbTATB AMD 

Real Estatb S ecuhi t u bb 

1. "THE FRINCIFLES OF CITY LAND VALUES." Bichabd M. 

HuBO, FrtMeaU Lawyers Mortgnge Co., New York, publifllied by 
Beoord & Guide, New York. 

2. " AGRICULTURAL ECONOMICS," H. C. Tati/)b— MarMfflaw Co. 

3. "THE TAXATION OF LAND," RiGBABD T. Elt. 

4. "MARKETING OF FARM FRODUCTS," Tbbodoiub Mackuh— 

MarMilUn Co. 

5. "OUTLINES OF LAND ECONOMICS"--iliieeTo]i]mea--RiCHABD 

T. Elt — ^Edwards Brotheri, Ann Arbor, Mksh. 
(1) CharacterisUci and Classification of Land; 
(8) Costs and Income in Land Utilisation; 
(8) Land Folicies. 

6. "CITY FLANNING LAW," F. B. Wiluahb, Attorney, New York. 

Real Estate Loan Questionnaibe and Anbwebs 

Out of iS84 main ofBce member houses to whom the questimmaire was sub- 
mitted, replies were received from 225. The questionnaire and answers are tabu- 
lated briefly bebw: 

1. Ques. Do you deal in real estate mortgages or real estate mortgage bonds? 

Ans. Yes 80 

Real Estate Mortgages only 4 

Real Estate Mortgage Bonds only 12 

Very seldom 8 

No 120 

As brokers 1 

(a) Ques. If so, what is the approximate percentage of the par value of such 

paper handled, to your total volume of business? 
Ans. 100% 75% 60% 50% 45% 88^% 80% 25% 20% 15% 10% 

411012 26478 

5% 2% 1% "small" "very small" percentage not given~20; of these 
7 3 14 3 8 just recently started 



(6) Ques. Is such paper based on farm land? Ans. Yes — 88. Pooentage 
ranged from 1 to 60. Average about 17%. 
Ques. Is such paper based on Hmber lands? Ans. Yes — 12. F^foent- 

age ranged from 1 to 100. Averaged about 24%. 

Ques. Is such paper based on citif property? Ans. Yes — 88. Feroent- 

age ranged from J4 to 100. Average about 22%. 

2. Ques. In your opinion, is the dealing in real estate securities of above classes 

in combination with a general line of government, mnniripal, and 

corporation bonds practicable? Ans. Yes, 108; no, 15. Seventeen 

expressed themselves as believing there are no points of conflict. 



INVESTMENT BANKERS ASSOCUTION OF AMERICA 121 

One qualified liis answer as foDows: "If sound investments, no; 
if promotions, yes." 
Scnne of tbe remarks on this question are given below: 

"Finds a diversified list necessary." — ^"This will take care of dients 
who want high income yield with reasonable safety of principal." — 
"First mortgage bonds are practicable in connection with a general 
bond business but the regular mortgage business will require a 
separate organization to originate, sell and take care of same." — 
"Mortgages should be sold over counter and not by bond salesmen." 
"Questum of making any sort of a market for them is a problem." — 
"Understand different set of investors purchase real estate bonds." 
— ^" Separate department and technical training required." — ^"Re* 
quires special organisation to be conducted on any scale." — ^"Not 
practicable." — ^"Salesman could not handle the two lines. Push one 
or the other, finaDy becoming demoralized." — ^"Ethics and moral 
responsibOity are different." — ^"Our experience has shown that 
investors in real estate bonds seem to be in entirely a different daas 
than any other bonds." — ^"Moreover, we feel that the bond business 
generally would be greatly improved if houses would specialize more 
closely in one or a few classes of securities instead of endeavoring to 
extend over wider fields. The department store idea is not suited to 
the bond business." 

8. Ques. How long has your house engaged in the handling of real estate securi- 
ties? Ans. Ranged from 3 months to 67 years. Averaged about 14 
years. 

4. Ques. Do you keep a separate department for the handling of real estate 

loans? Ans. Yes, 86; no, 65. 

Ques. If so, does such department dispose of its own securities or depend upon 
salesmen of your bond department? Ans. Real Estate Loan Depart- 
ment disposes of its own securities, 12. Depends upon salesmen of 
bond department, 20. 

Remarks: "Have real estate department, but use it primarily to make loans, 
bond department dividing profits with them. Bond department gets 
66% for selling, real estate gets S8H% for buying." 

5. Ques. What is your opinion on present trend of building costs in your com- 

munity? Are they going up or down? 

UP JDOWN 

41 Up. 18 Down. 

2 Up slightly. 1 Down until amount of building 

1 Up presently. decreases considerably. 

8 Above normal and going still 1 Slightly lower. Will fluctuate 
higher. with wages and cost of trans- 

2 Temporarily, but we expect them portation. 

to decline later on. 1 Probably down in about 2 years 

8 Temporarily. but not before. 



•*( 
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UP (MNl'tf) DOWN (eonl'd) 

1 Qn labor ootta. 1 Slowly down. 

1 For some time to oome. 1 SU^tly down. 

1 A little. Holding up, but entirely 1 Down lomeidiat. 
too hi^ and in unsound con- 1 Down in long run. At preient, 
dition. coats too hi|^. 

1 Moderatdy down. 
1 Down over period of time. 
Other replies: 

'Stationary" — ^8, "Stationary at present. More likely to advance 
than decline."— "High and not receding."— "SUtionary, sli^tly 
upward if anjrthing." — ^"Steady to upward." — ^"Building costs hi^ 
not much evidence of going down." — " Building costs much too high. 
Labor has not been liquidated." — ^"Cost ci material has risen 
recently. So long as the demand for new buildings exists, costs will 
not be lower." — ^" There seems to be a high upward trend in the cost 
of building at present. We believe — and hope — costs will show a 
downward tendency before long." — ^** Building contracts and costs are 
increasing." — ^"No change over present prices." — ^"Believe costs 
at peak. No indication of lower costs." — " They have been advancing 
recently, but we expect a decline in the next few years. Our appraise- 
ments do not recognise present costs as permanent." — ^"The trend 
upward which ia caused by higher labor costs appears unwarranted if 
vacancies in apartments and other buildings continue." — ^"Building 
is very active. Cost stabilized." — ^" Sixty per cent more than normal 
now." — "Stationary now, tendency downward." — ^''Stable for imme- 
diate present, but over 5-year period we are figuring lower cost 
including depreciation of between 25 and 83^%." — ^"Believe build- 
ing costs have already shown all the depreciation they are likely to 
show for a while, although the cost should go lower in the future, 
perhaps 4 or 5 years hence." — ^" Should be lower, but combinations 
may make this impossible." — ^" Material prices falling. Wages 
stationary." — "Building costs seem to be stationary, with a down- 
ward trend on bungalows and smaller construction." — ^"Stationary at 
present, but will finally seek a lower level." — "Stationary now, and 
probably downward over course of next few years." — ^" About level." 
— " Material declining slightly but not labor." — ** Temporarily station- 
ary." — ^" Costs are too high and tendency must be downward (the 
United States in general)." — " Deddely upward, owing to the shortage 
of both labor and material." — ^''Due to rapid development in south- 
em California, do not believe building costs will go lower for some 
time to come. This also true in northern California; at present time 
going up. Steel recently advanced from $80 to $100 ton, laid down 
here." — ^"Bfaterials may be expected to remain stationary or even 
move upward. Further deflation may be expected in labor." — 
"About level."— "See little signs of lower cosU."— "Stable."— "In 
Philadelphia and its district high prices pf real estate of all kinds are 



INVESTBIENT BANKERS ASSOCIATION OF AMERICA 123 

snstaiiied by the proipect of the Seflqui-Centennial Exposition. If 
the Ezpoflitioii becomes a fact, prices may go temporarily higher but 
if not, there should be a break. But even at these prices there is 
f airiy quick selling of downtown properties and sales of homes in the 
subiffbs." 

6. Ques. I>o you handle building loans based upon leasehold interest in the real 

esUte? 

Ans. 86 Yes. 77 No. 

1 Yes on choice locations. 1 Not any more. 

1 Yes, but not now. 7 Seldom, if ever. 

1 Yes, but would give very mini- 6 Occasionally, 

mum value. 1 Might. 
1 Leasehold bonds. 

(a) Ques. Do you bdieve that in drculan describing such loans, the word 
"leasehold" should invariably be used in the title so there may 
be no possible question in the mind of the investor as to what 
his security is based on? 

Ans. 71 Yes. 1 Desirable. 

1 Yes, indeed. 1 Invariably. 

8 Certainly. 1 Most decidedly. 

1 Most certainly. 1 Without exception. 

8 Absolutely. 1 Positively, also exact terms of 

2 Unquestionably. leasehold estate should be given, 
1 By all means. not merely an arbitrary valua- 
tion. 

1 Yes, otherwise it is crooked. 

1 If they do not, they intentionally or otherwise commit a fraud. 

1 Should be designated so that there is no chance of investor misunder- 
standing. 

1 The facts should be made dear. 

1 Should read "This is a mortgage on a leasehold and therefore a 
secondary lien. 

1 Not neoessaiy to have "leasehold'* appear in title of bond, but the 
tenns of the leasehold should appear prominently on first page of 
circular. 

1 Should not think it necessary to include in title, but it should invari- 
ably be plainly stated in a conspicuous pkuse. 

1 Not necessarily, if circular is explicit. 

1 Would not necessarily. 

7. Ques. How are your appraisals made? 

Ans. Own men (officers, experts, etc.) 29 

Disinterested appraisers 81 

Both 4 

Real estate men 7 

Real estate board and contractors 1 
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Indepcodoit appfBiMn and real etUte board 

Independent mpprmaau, abo our own apptaker, and, in moat 
inaUnoei* hy regular apptaiaer for atate hanking dept 

By at least 8 leading real eilate men of the city, reoogniaed 
anthoritiee of responaihie diancter 

Selected fpedaliaU in character of property covered .... 

By banks' regular real estate appraisers 

Savings bank appraisers 

Uninterested bank 

1st, by o uf sdve s ; 8nd, by savingi bank or some acceptable, 
wdl known appraiser; 3rd, state hanking department ap- 
praiser 

Real estate authorities and contractor 

Own two appraisers, who view p ro p ei iy independently, the 
lower of the appraisements being used as basis of loan . . . 

In person 

Personal 

Experts 

Local r e p resen tative 

Remarks: "Names of appraiser, whether individual or corporate^ should be 

given on dmilars." 
Ques. Do you find the service of public appraisers appointed by the dty real 

estate board practicable? 

Ans. Never used 19 

, No S2 

I Yes It 

Occasionally 1 

Frequently 2 

I Very seldom 1 

To a certain extent 1 

Would not depend entirely upon this source, inclined to be too 

high in estimates 1 

Yes, although believe such appraisals are usually high ... 1 

Varies 1 

IVefer bank appraisers 1 

Not often — prefer own appraisers 1 

City valuations valuable 1 

Ought to be 1 

Inqmctical 1 

None here ft 

8. Ques. Do you consider it good practice to make issuing house or one of its 
members trustee? 
Ans. 34 Yes. 48 No. 

1 If bank. 1 Absolutely no. 

1 If state or national bank. No, but do ourselves (trust co.). 

1 If institution. 1 Not individual. 
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1 Only in oonnectioii with bank. 1 Except bank or trust company 

1 Sometimes. 1 Not usually. 

1 Usually desirable. 1 Not the best. 

1 Except in large bond issues. 1 This practice should be severely 



1 Piefer trust company 
Ques. Do yon use a corporate or individual trustee in your mortgage bond 



Ans. 88 Corporate. 

1 Corporate, where posnble. 
1 Corporate, or both corporate and individual. 
IBank. 

4 Use own trust company. 
1 Uses issuing house associate. 
4 Use trust company. 
1 Should use company. 
1 National bank or trust cmnpany. 
1 Public trustee preferable in most cases. 
9 Corporate and individual. 
ft Individual. 
Remarks: One company says "Our mortgages are all made to ourselves as 
trustee. We do not offer specific issues." 
9. Ques. In offering real estate mortgage securities, do you consider it good prac- 
tice to give your appraisers' valuation of the security? 
Ans. 99 Yes. 

1 We use our own. 

1 We object to the practice but find it almost necessary from a sales 

stanc^int. 
1 We invariably state names of the independent appraiser and also 
further state that they have been verified by our own appraiser, the 

miniminn valuation being $ 

4 No. 

1 Not necessarily. 
1 No, not as a rule. 
1 Not usual. 

1 No, but we advertise appraisement of at least double the security 
value. 
Ques. What responsibility, in your opinion, should the investment house 

assume relative to the accuracy of such appraisals? 
Ans. Full responsibility. 
AH. 

Full moral responsibility without actual guarantee. 
Fullest possible responsibility but no absolute guarantee. 
Full moral responsibility. 
All responsibility. 
Usual responsibility. 
Full, or else not sell them. 
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Full re^MMisibility. 

A morml one to cartent of care in aelecikm of ftppraiser. 

That it is nmply a true representation of our best judgment. 

No furtber responsibility than a true opinion oi the value of pr o per t y at 

time appraisement was made. 
We believe the house of issue should stand behind them for all tone. 
Th^ should assume full responsibility. 
The issuing company in our set-iq> guarantees the payment of princqial 

and interest. 
Appraisals should be so conservative there can be no question regarding 

their accuracy. 
Should uphold their reputation. 
Beqwnsibility of good faith only. 
A moral reqwnsibility. 

Only responsibility of carefully selecting the appraiser. 
No responsibility other than employing competent men to make 

^^praisals. 
Th^ should repre s e nt the mature judgment of the house, backed by 

the most accurate information it can obtain. 
Appraisal on which bond house made loan should be given. 
We should use every possible precaution to be sure that our appraisal 

is made by cxpericpced men of sound judgment. 
Their names ought to be given with the appraisaL 
Rather broad responsibili^. 
Our circular states appraisal made by our r^resentative and we aa^ 

sume responsibility. (Much opposed to . . . and . . . plans not show- 
ing appraisal.) 

Only for good faith, careful investigation and reasonably con^Ktent 

» , • 

ai^iraisers. 

Full responsibility, but we do not depend upon a single appraisal that 

might be mentioned in the circular. 
The usual care. 
The utmost care to obtain best possible judgment of responsible 

authorities. 
We stand behind our appraisal. 
House should stand behind its appraisers' valuations. 
Much. 

Enough responsibility to be entirely sure of their accuracy. 
Repurchase agreement if not as represented. 
The responsibility that the appraisal is genuine only. 
Reqwnsibility of exercising greatest care to get accuracy. 
Should employ the best appraisers, whose integrity is beyond question. 
The same they assume toward anything connected with the issue. 
Only responsibility that house is acting in good faith. 
Nothing more tlum to know that the appraisal is reliable. 
No financial, but this phase of the situation can be checked from several 

sources. 
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No actual responsibility beyond care in employing competent experts. 

Satisfy themselves that they are correct. 

Take every means to get correct appraisal, but no guarantee. 

They should have considerable responsibility in the selection. 

The investment house should be careful to choose conservative and 

honest appraisers so that the appraisals cannot be seriously quea> 

ttoned. 
Investment bankers* responsibility lies in obtaining responsible 

appraums. 
We consider qur responsibility very great. 
Same responsibility taken in any representation. 
None; we always have two independent appraisals on real estate values. 
None* except to state what they believe and say they do not guarantee 

that. 
We believe the bond buyer should have the opinion of indqiendent 

authority as to values. 
Know whether appraisers are well known for conservatism. 
State source only. 

No responsibility except proper care. 
Use their best judgment. 
Our appraisals constitute purely our opinion. 
We assume none but the moral. 

None legally as appraisements are mere matter of opinion. 
Should not assume responsibility. 

Not any more than with an audit or an attorney's opinion. 
Make independent appraisal from time to time and check them up. 
None other than to have three appraisals. 
None after stating source and method of appraisal. 
No more than in any industrial bonds. 
No more than in appraisals of industrial plants. 
If honest appraisal made and used by independent party, none. 
We do not believe the average investment house should assume more 

than the responsibility of giving the best appraisal posnble under the 

circumstances. 
We should select best posnble appraiser in particular dass of property, 

but no further responsibility. 
The same as in other appraisals. 
Same as all other appraisals. 

Same as all other appraisals, audits, attxxney's work, etc. 
Not beyond good judgment and honesty of purpose. 
Investment house should check very carefully the appraisals and 

assume responsibility that under the conditions they are substantially 

correct. 
Dvutf caution and care. 
We think we are careful and conservative. 
Investment houses should, of course, use due care to see that appraisals 

are accurate, but they should be no more responsible for such 
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appniids than for the mp^nimJk of nuurafacturing propcttiet and 

the like made by legnlar appimaal mmpanira. 
Nooe beyond obtaining competent apptiiwii. 
Beaponribility of reputation of hooie and for good faith. 
Same responnbility as it amnmea in valaation of induatrial or pdUic 

service p roper t ies by independents. 
No Ffiyonsibility except to be certain that the yaloes seem reasonably 

correct from the standpoint of carefol bosinem 



Bcmaifa: "TTie names of appraisers, whether individnal or coiporation, should 
be given on drcuhus. Statements sodk as 'We have had ^ipraised' 
or *Our valuation' should not be aDoirad." 
10. Qnes. In the case of construction bonds, do you favor — 

(a) Useof phrase ^'proposed to be erected," or *' now under construction*** 

in a conspicuous place on front page of circular? 
Ans. 54 Yes. 

1 rVoposed to be erected. 
11 "Now under construction." 
1 If started, "now under construction," otherwise "proposed to be 



tt 



1 Yes^ but we do not like sudi bonds. 

5 Whatever may be the case. 

1 The facts should be shown plainly in some fonn. 

1 Depends on circumstances. 

1 Do not use them. 

1 Not necessarily. 

1 Yes, but not making information bold. 

1 Not necessarily if circular is explicit. 

1 It should be stated in opening paragraph of description, of course, 

but no special type used. 

1 Either, depending on p r ogres s of work— latter preferred. 
1 Yes, but not necessarily conspicuous on front page. 
1 Should be given as conspicuous a place as any other improvement 

feature. 
1 We believe the construction project should be so stated in text in the 

circular, but do not believe the proposed issue should be necessarily 

prejudiced or unduly feature the construction aspect, as a large part 

of the new loans on new modern buildings must be handlfd in this 

way. 
(6) Where bonds are sold in advance of construction, the deposit of proceeds 

with a trust company, to be drawn upon against ardiitect's certificate 

and a statement to that effect given in circular? 
Ans. 71 Yes. 

1 Yes, where issuing house is other than a bank. 

1 Yes, if possible. 

1 Good procedure, but not our practice. 

1 This is plan followed in California. 
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1 Do not offer until oonstniction substantially advanced. 

1 Depends on circumstances. 

1 Depends on cifcumstanoes but independent depository preferable. 

1 With trust company. 

2 Deposit of proceeds with trust company. 

8 Trust company should handle funds. See no necessity for state- 
ment. 

8 No. 

1 Not necessarily. 
Ques. What additional safeguards for the protection of the bond holder 

against mechanics' and builders' liens can you suggest? 
Ans. 18 Surety bond. 

1 Surety bond and personal guarantee. 

1 Surety bond and the checking of bills. 

1 Surety bond or satisfactory personal bond of contractor. 

ft Bond contractors. 

1 Surety bond and bond of indenmity. 

1 A bond for completion should be given by strong company. 

1 Bond or waiver of lien. In Indiana, contract can be recorded with 
waiver which is binding. 

1 Contractor's or builder's bond of suflBdent amount. 

1 Contractor's bond. 

1 Contractor's bond* if well made, is sufficient security, in addition to 
deposit of funds. 

1 Contractor to give a bond to the trustee against all liens. 

1 Wherever possible, waivers of liens should be secured from con- 
tractor. 

1 Surety bond or strong individual bond properly coUateralised guar- 
anteeing completion of the building as per plans and spedficatioms. 

1 In case of large properties, surety bond. 

1 Surety bond guaranteeing completion free from liens. 

1 Indemnity bond. 

1 Bond guaranteeing protection. 

1 Bond for completion by strong company absolutely essential. 

1 Agreements from builders supported by surety bond. 

1 Full release by all contractors and creditors before final payment. 

1 Waivers as regards a mortgagee. 

1 Various forms of indemnity bonds. 

1 Bond guaranteeing completion in accordance with plans and 
specifications. 

1 Surety bond of owner in addition to contractor's bond. 

1 Bond for safe performance of contract. 

1 Contract bond and lien bond. 

1 General contractor's indemnity bond issued by reliable company. 

1 Issuing house should guarantee completion of property, free of liens. 

1 Title insurance policy or bond of a surety company. 

1 TVust company surety bond. 
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1 Beooided mortgage and trait deed before ooutnictioii work ia 
started. 

1 Gcnefal wmh«r of lien by the genenl contnustor before biukfing is 
ataited* and have it reeo i ded so at to ptevent any one from securing 
an effective lien. 

1 Guarantee of completion by issuing house. 

1 Persona] bonds^ responsible contractor, or reservation of funds 
sufficient to complete i mprov e m ents. 

1 Tliat the promoter's interest be deposited with the trustee. That a 
completion Ixmd be taken; that the proceeds of the bond issue be used 
only to oomidete the development, and that a substantial amount be 
retained by the trustee until the architect and engineers certify 
undertaking completed in accordance with agreement 

1 Cherking of architect's certificates by indqiendent engineer and 
wa i ve rs against payment. Also evidence that ample cash is available 
to meet such liens. 

1 Supervisor to circulate c(»istant]y among pn^wrties to see that they 
are kept in good condition and free of encumbrance. 

1 llonthly payment covering interest charges and sinking fund pay- 
ments should be made in advance to trustee. 

1 Company assume responsibility for completion of building, free and 

1 TVusteeshouldholdatleast85%of proceeds of bond issue until after 
period for liens has expired. 

1 Release of lien before paying any money. 

1 Mortgage always to be of record before work or material furnished. 

1 Sufficient assurance that the proceeds of bonds plus other funds on 
deposit win complete construction of building. 

1 A careful check of each master contract against waivers by going 
direct to mechanic or arUsan. 

1 Sworn statement from owner and all contractors as to various con- 
tracts for labor and material to be furnished; giving amount of 
contract, amount paid on account, and balance due; and deposit in 
loan account of an amount to cover difference between proceeds of 
loan and balance to be paid to complete the building, and payments 
made only after an inspection of the property. 

1 The house of issue, when it undertakes to act as agent for the 
investors, in handling funds to make the security which it advertises, 
has a high degree of responsibility. 

1 Inquiry by issuing house. Peracmal inspection by r e p r es en tative of 
issuing house. 

1 We require notice of completion to stand required time under 
California laws before releasing final payment, securities or guar- 
antee, whichever has been deposited with trustee to care for this 
feature of loan. 

1 In case of constructicm, hold funds and pay out same on joint order 
of architect and contractor. 
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1 Amnge fin>nnfig so tbat bonds are not offered until after com- 
pletion of biulding. 

1 Leave this for the lawyer. 
11. Ques. Where the house handling real estate securities has an interest in the 
equity in a building or is interested in the construction contract, do 
you think that a statement to that effect should or should not be 
made m the bond drcular? 
Ans. MYes. 

1 It would seem proper — question never arises with us as we act only 
as investment bankers. 

1 We believe a full frank statement of the real conditions always 



1 We think by doing so it adds strength to the salability of the securi- 
ties and that all people interested should be named. 

1 We believe full information should be given the investor. 

1 The investor should be informed. 

1 Fun facts should be disclosed. 

1 IVankness is desirable. 

1 The truth should be told in the circular and nothing concealed. 

1 Believe ownership of property and any interest of bond offering 
house should be disclosed in the circular. 

1 Most certainly. In fact» we do not think the house should offer any 
securities under such conditions. 

1 Circular should tell all facts that have any bearing on the security. 

1 Yes, if the subject of ownership is touched upon. 

1 Depends entirely upon the situation. If the issuing house has a 
very small interest, do not think any mention should be made, but we 
are opposed to offering bonds to the public in which we may own a 
majority interest in building. 

ft We, of course, never have any such interest. 

1 Tbey should not have either interest 

1 Our trust company would not sell securities in which we are inter- 
ested as owners of ground or building. Minnesota statutes prohibit 
loans being made to officers of the trust company. 

1 We never have any interest in equity or in construction contract and 
do not believe we should. 

6 No. 
10 Not necessarily. 

1 Not necessarily though it would probably be better to do so. 

1 Not necessarily, unless interest of all others in equity is disclosed 
also. 

1 No. However, dealer shouldn't be on both sides. 

1 Not necessarily. If proper valuations and customary safeguards are 
made, such information is not essential. 

1 Do not think ownership of property factor in security. 

1 In case of equity, don't think a statement necessary. Don't think 
house should have interest in contract. 



IM ELEVENTH ANNUAL CONVENTION 

1 1 do not bdieve it a ciutomaiy in cmm of oorponlkMi iaraei where 
boose handling the iomie is intcnsted, for it to inchide a statement to 
thatcffecL I do not see why it should be any more neoeasaiy in con- 
nection with real estate bonds* althoo^ I believe there are few 
instances where the hoose handling the real estate bond imne is 
interested in the property. 

1 Not neceiisrily if appraisals and contracts are fair. 

1 Not necessarily. Unimportant if loan is pnpaij set up. 

1 In cue of properly issued bonds, properly secured, we should think 
this information would not be of interest to the investor. 

1 Should not* generaDy speaking. 

1 Not necessary provided appraisement has been made by independent 



12. Ques. How, in your opinion, does the cost of financing the typical city real 
estate mortgage bond issue compare with similar financing for indus- 
trial corporations and utilities? 
Ans. 17 Cost of financing is less than above mentioned corporations. 

1 Is not as large as financing for industrial corporations. 

1 Considerably less. 

1 Considerably less at all times. 

1 At present it is cheaper. 

1 A high grade city mortgage is handled with less expense to the bor- 
rower than a high grade corporate bond. 

1 FW>m H to H amount required for industrial financing. 

1 Should not be as expensive. 

1 Less cost usually. 

1 Slightly less than industrial cost. 

1 In most cases less. 

1 A little cheaper. 

1 It is ordinarily much cheaper but still too large. 

1 ¥^om 5% to 7%. 

3 Much less. 

1 Lower — that ts, speaking generally. 

1 Lower on the average. 

1 10 to 15 points* we hear. S to 10 for public utilities. 

1 It costs less and less trouble in initiati<m. 

1 The cost should be less for like industrial and utility construction. 

1 It should not cost as much, as it does not appear the risk \b as great. 

1 Is usually less, except in the case of corporation of national promi- 



1 In this market (Chicago) it is less. 

1 High dass loans, properly secured, are underwritten here at from 
S to 5%. Second grade loans at from 5 to 10%. 
1 About the same as first-dass cases you mention. 
1 Not about the same as industrials. Hi^er than utilities. 
1 Depending on grade of issue. Cost approximately same. 
1 Favorably, if amount required is conservative. 
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1 About the same as cheaper grades of industrials. 

1 Not excessive. 

1 Cost to borrower about same. 

1 About the same as for industrial issues. 

1 Depends largely upon the character of the loan and the borrower. 

Cmnpares favorably with oorp(»ation financing. 
1 A real estate mortgage bond issue which is legal for savings banks in 

this state (California) can be financed on very dose to the same basis 

as public utilities. An industrial corporation would have to pay mere 

for their money, paying about the same as a weU located leasehold 

bond in this community. 
1 Depends on circumstances but at present it is comparable with 

industrial financing. 
1 Almost as much in recent years. 
1 About same as industrials (local) (Detroit). 
1 Favorable. Greater per cent borrowed at larger profits to banker. 
1 It costs more than it should. 
10 Approximately the same. 
6 Greater. 

1 On a par with cost of financing sound indtutrial corporations. 
1 Cost about double. 

1 Usually higher in this market (Los Angeles). 
1 It is often higher. However, we have no expcnenoe with such loans. 
1 Proportionate cost is larger in real estate loans. 
1 More, as issue is usually snudler. 
1 Cost would be much higher because security of both principal and 

interest might be lower — that is, generally speaking. 
1 As against equal security values, it is greater. 

1 Our experience is that the expense is equal to or more than that^of 
other forms of financing and the desirable business of this nature is 
usuaUy not properly compensated for. 

2 As a rule, real estate financing costs more. 
1 Believe much higher. 

1 Evidently more. 
Ques. Do you feel that the cost of such financing is sufficiently large to become 

a dangerous burden to the building project and the safety of the 

mortgage bonds issued thereon? 
Ans. 41 No. 

1 If a fair price is paid for the bonds, it ought not to be. 

2 No, so far as our observation goes. 
1 Not likely. 

1 Not if the equity is large enough. 

2 Not in cases where we have been interested. 
1 Not if properly financed. 

1 Not on "high grade" issues. 
1 Not necessarily. 
1 Not usually. 
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1 Not a legitimate B€% aerial loan. 

1 Not if properly handled. 

1 Not if fairly handled. 

1 Not in our caae» hut have heard of inues where the margin wai ao 

narrow that it mii^t be. 
1 No. A meritoriouB project can ahow the dealer a foir oommenaorate 

profit without jeopardising the aecurity. 
1 In connection with moderate firat mortgagea* no; in connection with 

second mortgages, yea. 
1 No. In our experience it rangea from 8% to 5%. 

1 Not with good loana. A good loan can be abld at a good price. 

2 Dependent upon reaaonable charge. 

1 No. If the margin of income ia ao doae that the coat of financing 
would become a dangeroua burden, we do not feel the project would 
be aound, even if there waa no coat to financing. 

1 The financing that we have undertaken in oonatructing aome large 
oflice buildinga in San Fniaaaco and Loa Angelea haa not been 
ezceaaive and what bonda we have come in contact with, the coat of 
the financing haa not been a burden. We do not loan over 00% of 
value of aecurity, uauaQy 50%. 

1 This variea. Proper aafeguarda ahould be taken aa to the amount of 
apace and the average rentala of aimilar apace in that locality. 

1 Not in our market (Duluth). 

1 Only in caae of promotion achemea. 

1 No. We limit our bond iaauea to 50% of conaervative valuation. 

1 Where there ia an ample equity, the coat of financing ia not a 
burden, aa there ia very atrong competition for loana of that 
kind. 

1 Not if the coat ia not above the aimilar financing for induatrial cor- 
porationa and utilitiea. 

2 Should not. 

1 Not where conaervativdy appraiaed. 

1 Not if iaaue ia a non-conatruction iaaue on property having a definite 
value and eatabliahed earning power. 

1 Not in the building loana we have made or have obaerved locally. 
1 Yea, abeolutely. 

1 Yea. 

2 Yea, in aome caaea. 
1 In many inatancea. 

1 We underatand thia ia often the caae. 
1 There are caaea where thia ia probably true. 
1 There may be auch a poanbility. 
1 Very frequently — eapedally under eziating conditiona. 
1 It ia likely to, unleaa curbed. 
1 Aa practiced by aome houaea, yea. 

1 Only when the equity ia negligible and the loan repieaenta from 
80% to 100% of entire coat. 
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1 Tliifl is an individual question — depending upon the chaiacter of the 
issuing house and chaiacter of risks. 
8 In a great many cases, yes. 
1 In some instances, but not in Detroit at present. 

1 If the real estate mortgage becomes second class, the cost of 
financing becomes excessively heavy and becomes a dangerous bur- 
den to the building project. 

I If more than 10% yes, especially if the issue is for more than 00% of 
the actual valuation of the property. 

Remarks: "It is apparent that this circular hits at the widespread and 
increasing issue of the real estate securities by certain houses over the country in 
amounts far in ezceas of what conservative methods would dictate. This practice is 
just as sure to result in trouble as time goes on. When this trouble comes it will 
injure the business of all investment houses, good or bad, and particularly those 
doing a properly conducted real estate loan business. Any efforts directed toward 
preventing such results will be more than welcomed by us and every co-operation 
given. 

"A number of mortgage houses have sprung up in this city within the last two 
or three years which will make loans on apartment houses and other projects for 
almost the entire cost of the dwelling, and have as a margin security only the value 
of the land which is approximately 10 to 15%. Valuations in many cases are 
swelled to make them appear a 50% secured loan, and legal for savings banks, 
whidi is not an actual fact. Some remedy should be advanced to curtail the 
issuance of this dass of securities except upon a proper and sound bans. 

''I think steps should be taken which would make it impossible for some 
so-called 'Investment Bankers* to continue to make such exorbitant loans." 

18. Ques. Should not the name of the owner of the building be invariably shown 
on the circular? 
Ans. 80 Yes. 

I I cannot conceive an honest circular which does not contain the 
name of the debtor. 

1 In all loans, the moral and financial condition of the borrower form 
an important element and should be stated in the circular describing 
theloan. 

1 In most cases. 

1 Always. 

1 We would consider it best. 

1 We see no objection. 

1 Yes, the owners of the building, or the officers, should be shown on 
the circular, constituting a majority interest. 

1 Pkobably desirable. 

1 Ftobably. 

1 DepeadM on the particular case. 

1 Depends on circumstances of each case. 

1 No reason why it should not. 

1 We have always given the name of the owner. 
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1 We should think lo. 

2 Yes, by all meuis. 

1 Name of mortgagor should be given as well as real owner. 

1 Name of corporation owning building is sufficient. 

1 Excellent practice but not essential. 

iNo. 

S Not necessarily. 

1 This does not appear to be important. 

1 Not invariably. 

1 Under our method of making such loans, the owner would be a 
corporation. We have found no satisfactory way of insuring con- 
tinuity of the personal element without change; hence we look more 
to the security and less to the personnel of ownership, laying more 
stress on our power to enforce continuing good management. 
14. Ques. Where real estate mortgage bond issues are baaed upon real estate 
occupied by manufacturing concerns, should not a balance sheet 
and historical statement of operating results be given ui more com- 
plete form than is usually the practice? 
Ans. 55 Yes. 

1 Yes, but not vital if loan is made upon proper basis. 

1 Depends directly upon the issue. 

1 Depends on the term c^ the lease. 

1 Yes, but depends upo9 character of real estate. 

1 This depends on individual cases. 

1 Yes, if the manufacturing concern owns real estate. 

1 Yes, in most cases. 

1 Not where the loan is based entirely on the value of the real estate. 

1 Full details should be given. 

1 If security is partly predicated upon stability of earnings, yes. 

1 Enough information should certainly be given to show that the 
manufacturing concern is making enough to pay. 

1 A balance sheet of recent date and history of earnings over a period 
of years should always be furnished. 

1 Depends upon whether the industrial feature of a manufacturing 
concern enters into the loan. 

1 The value of improvements upon real estate holdings by manu- 
facturing concerns, etc., is due largely to the going power of the 
concern, therefore, the balance sheets and earnings of the concern 
should be taken into consideration. 

1 Yes, if the manufacturing concern is not the owner of the property 
and the interest and principal of the bonds are dependent upon 
rentals payable by the lessee, balance sheets and operating results 
over a period of years should be given. 

1 Might be desirable. 

2 We think so. 

1 As fully as possible. 

1 We have never handled this class of real estate mortgage bond but 
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believe that a balance sheet and historical statement of manufactur- 
ing concern occupying building would be very helpful. 

1 Varies with subject and character of building. 

1 We consider moral and financial hazard of individual and corpora- 
tion of issue or rental very important. 

1 Any facts bearing upon the stability of the occupant of a special use 
building should, we believe, be part of any circular. 

1 Very good practice. 

1 Certainly, if owned by such concern. If leased, responsibility of 
tenant is large factor in determining safety of income. 

1 Yes, although test of good issue, if straight real estate loan, is 
whether it is good even though tenant fails. Test is, what is value of 
property if sale forced. 

1 Yes, if mortgagor is also the manufacturing company using buOding 
or if tenant is sole occupant on long lease. 

1 It certainly should. 

1 We think it would be excellent practice. 

1 Yes, because of the peculiar uses for which property is available. 

1 Such an issue should not be called a real estate mortgage issue unless 
the size of the loan is small enough to make it safe even though the 
property had to be sold and used for some other purpose. If its 
appraisal value is dependent upon the success of the manufacturing 
concern, then it is an industrial bond issue. 

1 Where such statistics are necessary, then loan should be treated as 
industrial loan rather than mortgage loan. 

1 We consider this type of loan an industrial. 

1 Depends upon whether issue is offered as a corporation obligation or 
real estate mortgage. 

1 We handle such cases from an industrial standpoint and feel such 
information is pertinent. 

1 "Real Estate Mortgages" should be issued only to a reasonable 
percentage of the fair value as real estate, not depending to any large 
extent on tenant, in latter case they should be classed as industrial 
loans. 

2 Not necessarily. 

1 Not unless it is an industrial issued by the manufacturing company. 

1 Do not think so. 

1 If sufficient equity — brick, mortar and land — ^not necessary. 

1 If a real estate security, why a balance sheet? 

1 No, not like preferred stocks, etc., based upon assets. 

1 No. The investor looks at his security only from the point of value 
of the property behind the loan. 

iNo. 

1 Depends. Usually no. 

1 Bonds are not usually issued as real estate bonds against manu- 
facturing plants, but as company obligations, in which cases the net 
quick assets are the primary security. 



188 ELEVENTH ANNUAL CONVENTION 

15. Qaes. Li tbe caie of apwtment houie Ioadi, ihoidd not the cubicd oontenU <^ 
the building, the number of rooms and total floor area be given to that 
a ptoapective investor could figure out for himielf oonatniction coat 
and a proper rental level? 
Ana. 45 Yes. 

1 This would seem reasonable and of value to investor. 

1 This would be desirable, although few investors would use it for a 
check. 

1 The more the better. 

1 A good plan. 

1 Bdieve in giving such complete information that investcM' could go 
to expert for verification. 

1 III this district (Seattle, Washington) the usual prsctioe is to give 
this information. 

1 Number of apartments and rooms, yes (not cubical contents and total 
area). 

1 Yes, also length of leases. 

1 We believe so. 

1 Should dqiend upon drcumstanoes. But good faith should be 
practiced. 

1 It would be desirable. 

1 Number of suites and sise of building. 

1 Possibly, but there are other items . that enter into the value of 
apartment house p roper t y such as location, architectural arrange- 
ments, etc., that cannot always be figured out by the cubical contents. 
Most important is the location of apartment in dty, and equity above 
the loan. 

1 It should be desirable, but most of our clients buying this class of 
bond would rather take our word than figure it out themselves. 

1 Adequate information should be given. 

1 Possibly BO. 

1 Desirable but not absolutely necessary if loan is on proper basis. 

1 The fullest possible information should be given. 

1 Depends on the amount of equity behind the loan. 

1 Yes and also good for bond house. 

1 This would be better but ia rather unusual. 

1 A good idea. 

1 This seems rather too technical for the average investor. 

1 Very few would do it among our customers. 

1 Not one in a thousand investors would know how to figure. 

1 Doubt if investor would figure it even if it were shown. 

2 Too complicated for average real estate bond buyer. 

1 1 do not think this is necessary, as the average investor would be in 
no position to make an accurate appraisal firam the amount of data 
which could be conveniently given in a circular. 

1 Not neoessacy because such figures might be confusing — depends 
upon character of building. 
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1 Hirdly think this neoeasary. 

1 Not neoeMarily. 

1 Not neoeMftrily. Average bond purchaser not familiar with coats 
and cubical contents is only one method of estimating coats. Com- 
pany's appraisal should be shown, gross earnings and estimated ex- 
penses of operation and fire insurance carried. 

1 Do not think this necessary. 

1 Too deep for average investor. 

8 No. 

1 No. Cost of land and buildings, rentab (gross) then show taxes and 
cost of maintaining, including heat, water, janitor service, etc. 

1 No, as type of construction and finishing vary greatly in different 
buildings. 

1 We do not feel these are always necessary. 

1 Competitive construction bids best indication of costs. 

8 Should be available for investor, but not necessarily in circular. 

16. Ques. Have you studied the proposed Denison Bill? 
Ans. 107 answers, 75 had not studied the biU. 

Ones. Have you any suggested amendments to the paragraph relating to real 
estate securities? 

Ans. "Wh<^ bill is vicious in principle and in practice. Kill it.'* 

" Is satisfactory to us as now before the Committee. New proposals are being 
considered, however." 

"This presents rather a large subject. There is the matter of the words 
'improved with farm buildings.' It is conceivable that very acceptable security in 
the large ranches of the West would be presented upon which there would be no 
farm buildings, and this should be under certain circumstances a ne^igible factor." 

''We fed that the amendment suggested by the National Real Estate Board, 
the Farm Mortgage Banken Association and the Chicago Mortgage Banken 
Association, covers the situation satisfactorily." 

"Yes.. Follow policy outlined by the Farm Mortgage Bankers Association." 

"Those of Chicago Mortgage Banken Gub." 

"Bequirements not conservative enough." 

"Believe biD objectionable to farm mortgage in not permitting loan on farm 
and ranch properties without buildings and in number of other respects to which 
the Farm Mortgage Banken Association has called attention." 

General Remarks: 

"We have been in the real estate mortgage business since 1890, and except 
for once or twice on leasehold propositions, we have never lost a cent. We have 
not let our clients lose anything. The volume of our business varies, and at the 
present time it is larger than it has ever been, but it is up and down, depending 
upon the rate municipals will pay. When municipals get down to low yields, then 
the demand for real estate paper is good, and vice versa." 

"We have small distribution for real estate bonds but have considerable 
experience in financing the construction and management of apartment houses 
and straightening out the affaira of overoptimistic apartment-house ownen. 



t> 
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"The value of real estate securities is entirely dependent upon the diaracter 
and ability of the house of issue." 

"We have not dealt in real estate securities in our bond department. Hi|^ 
grade real estate securities on property honestly and conservatively appraised are, 
in our opinion, very desirable investments. When we say hi^ grade, we of course 
take into consideration the moral as well as the financial standing of the borrower, 
the possibilities of the section in which the property is located, etc The avenge 
investor depends largely upon the recommendation of his dealer in the purchase of 
securities and of course the dealer should be extremely careful and have a large 
margin of safety in any real estate loan which he might float." 

"It seems that we are going into a good real estate mortgage bond market 
and it will be advisable for all investment dealers to familiarise themselves with 
such securities and to seD some well chosen issues.* 



»> 



The President: Gentlemen, this is a subject on which many of 
our members need a great deal of information. Mr. Fox found that 
one of the first things that confronted him was the fact that a 
largely increasing number of our members were interesting them- 
selves in one form or another of real estate securities; and it was 
on the basis of getting a survey of the situation and providing 
wherever he could definite information on this subject that the 
work of the G>nmiittee has proceeded during the year. No resolu- 
tions are required in that report, and I think after further discus- 
sion it can be received and filed without any definite action on the 
part of the Convention. 

The matter is now open for discussion and I think Mr. H. N. 
Gottlieb, of S. W. Straus & Co., Chicago, intends to make some 
comment. The importance of his house in this line of work and 
their experience ought to make it possible for us to learn something 
from his remarks. 

Mr. Gottlieb (S. W. Straus & Co., Chicago) : I was accorded the 
privilege of examining this report before its presentation to this 
meeting, and for the purpose of directness and brevity I have 
reduced my comments to writing. 

I have felt impelled to take part in the discussion, not because 
of a desire to voice my personal opinions, but because I know that 
those engaged principally in the field of real estate securities have 
not heretofore participated actively in the deliberations of the 
Association; and the natural correlative of this circumstance has 
been that the point of view of those most intimately concerned 
has not been sufficiently elucidated, nor received commensurate 
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wei^t. I can illustrate my meaning by a reference to a few of the 
specific features of the real estate loan questionnaires and the 
tabulation of the members' answers. The Investment Bankers 
Association of America speaks for all of its membership, including 
the real estate securities institutions. It is far from its purpose to 
adopt any conclusions or recommendations without thorough 
inquiry and understanding; and yet the tabulations of the answers 
to the questionnaire may, in themselves, be taken to speak for the 
Association, while there is conspicuously absent from opinions 
accumulated in this way the essentials of investigation and thor- 
ough knowledge. If you will consider for a moment some of the 
figures presented} you will realize that this is so. In the first place, 
only 2^ members, out of 584 main offices addressed, answered at 
all. Of the 225, less than half deal in real estate mortgages or real 
estate bonds to any extent whatsoever. Of the sixty who answered 
specifically as to the percentage of real estate to total business, 
only six speciaUzed in real estate securities to the extent of more 
than fifty per cent of their business; 54 were in this field to the 
extent of fifty per cent or less of their business. Is it not apparent, 
therefore, that these miscellaneous answers to the questionnaire, 
do not, in themselves, furnish any sufficient criterion as to what the 
deliberate conclusions of the Association should be? I do not wish 
to belittle the value of the questionnaire and the answers. They 
afford an excellent starting point for a painstaking study of a sub- 
ject matter which is intricate, like most instrumentalities evolved 
in modem business; but to accept the answers as themselves 
indicating the ultimate judgment of the Association would be 
haphazard and unsound, and might result in unwarranted em- 
barrassment to real estate securities members for whom the Asso- 
ciation speaks. I may say, in passing, that this possible undeserved 
embarrassment is not fanciful. It has happened, and happened 
under circumstances which, when fully understood, have led the 
Association, or its representatives, to co-operate cordially to rec- 
tify the situation. 

I cannot discuss the report or the answers to the questionnaire 
in any considerable detail, but I can caU attention to one or two 
specific matters which will indicate that the whole subject is one 
which cannot be approached in an offhand manner. Of course, 
many of the questions relate to considerations of plain honesty 
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and fair dealing, such as telling the puicfaaaer, frankly and unmis- 
takably, what he is getting, and as to these matters there can be no 
difference of opinion. But take a question like Number 8, which 
is as follows: ''8. Do you consider it good practice to make issuing 
house or one of its members trustee?" Thirty-four answered, yes; 
48 answered, no. Disinterest is often necessary to avoid conflict of 
interest, and sometimes to prevent dishonesty, but disinterest is 
likely to be passive, and, frequently, what is needed is active 
measures on the part of those whose interest to preserve the 
record of their house is the same as that of the bondholders to see 
that the property is protected and the securities paid. Question 
10b relates to the deposit of the proceeds of a construction bond 
issue with a trust company to be drawn upon against architects 
certificates. Almost all who answered the question stated that they 
favored this procedure. To follow it would afford protection 
against improper diversion of the construction fund; but often it is 
of paramount importance, and emphatically to the interest of the 
bondholders, that the construction funds be available to com- 
plete the building and obtain income therefrom, notwithstanding 
defaults of contractors or controversies with refractory builders; 
and in such a situation, if litigation ensue (which is likely to be the 
case), the funds are inevitably tied up in the trust company's hands 
pending the issue of the litigation, and the bondholders may be the 
losers. 

It is not my purpose, nor is this the proper time or place, to 
present a brief on behalf of real estate securities, although I see no 
occasion to dissemble here, or elsewhere, that we regard first 
mortgage real estate bonds as a high grade conservative security 
(the modem successor of the time-hallowed first mortgage), con- 
tributing greatly to the upbuilding of our cities. I am sure you 
will understand also that it is perfectly natural for us to ap- 
proach this subject upon the premise that we are honest and 
eflScient in the conduct of our own business. That does not mean 
that we do not realize that individual methods, however meritori- 
ous they may be, must yield when the public weal so requires. 
Just as we co-operate heartily in the administration of the blue 
sky laws, however unnecessary they may appear as applied to 
ourselves, so we must stand prepared to subject ourselves to in- 
dividual inconvenience in a variety of respects if abuses occur in 
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other quarters; but inasmuch as any measures of this kind are 
bound to be of a restrictive and hampering nature, my plea is that 
actual facts and consequences be thoroughly studied and fully 
understood before judgment is formed or action taken. Irrespec- 
tive of what our general philosophy of government or regulation 
may be, we all believe in the doctrine of laissezfaire in questions 
affecting legitimate endeavor, until the necessity for interference is 
conclusively demonstrated. 

On the subject of constructive suggestions, one is confronted by 
the realization that there is no royal road to insure that all securi- 
ties are good securities — ^no shibboleth to weave a protecting charm 
about the heedless. Such measures of protection as can be afforded 
lie in the zealous prosecution of those guUty of fraud and dis- 
honesty, and the enforcement of other existing remedies, including 
the intelligent administration of the blue sky laws; and I may 
mention, as of particular value in the preventive field; the dis« 
countenancing and active warfare, by this and kindred organiza- 
tibns, against all forms of fraudulent, and possibly even imitative, 
advertising. The necessity of scientific and expert knowledge, 
system and organization for the offering of sound real estate 
securities cannot be emphasized too strongly, which is stating in 
another way, and supporting, the constructive suggestion offered 
by the report of the Real Estate Securities Committee, to the 
effect that close scrutiny is necessary to matters of valuation and 
rental income, as well as to make provision for yearly retirement of 
debt. 

In conclusion, in stating that due consideration has not been 
given by the Association, in the past, to matters relating to real 
estate securities, I trust I have made clear that I do not regard 
those engaged in the business as free from fault. As far as I can 
ascertain, they have not attended the conventions frequently, nor 
sought sufficiently, in due season and upon proper occasions, to 
present their particular opinions to the Board of Grovemors or 
special committees. It behooves us to apply the remedy our- 
selves, and it may be taken as an earnest of our intention so to do 
that we are present and expressing our views at this Convention in 
distant California. 

The President: Gentlemen, is there any further discussion? We 
have had a very interesting statement by a gentleman who is in 
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a position to understand the subject as very few of us do» and who 
has studied as very few 61 us have had occasion to study it. If 
there is no objection, we receive and file the report which requires 
no action. There b no resolution or other definite action required. 
And it will be so ordered. 

Adoption — ^Pubuc Service SEcuBmEs Report 

Mr. Hayes: I would like to call your attention and the attention 
of the Convention, Mr. President, to the fact that the Report of the 
Committee on Public Service Securities has not been received or 
adopted. I, therefore, move that it is the sense of this Convention 
that the Public Service Securities Report as submitted by the 
Committee be adopted. 

(The motion was seconded.) 

The President: It is moved and seconded that the Report of the 
Public Service Securities Committee be received and adopted, and 
that really is necessary, because there are resolutions tA the Board 
dt Governors adopted during the year, at least one, that require 
that action. Is there any discussion of the motion? 

(The motion was put and carried unanimously.) 

The President: We are doing very nicely. Gentlemen, but we 
must keep moving. The next report is that of the Publicity Com- 
mittee, of which Mr. John W. MacGregor, of Pittsburgh, is chair- 
man. Copies of this report are ready in printed form and will be 
distributed so as to enable Mr. MacGregor to smnmarize his report 
and to conserve our time for the discussion which follows. 

Mr. MacOregor (Glover & MacGregor, Pittsburgh) : Mr. Presi- 
dent and Gentlemen: The report of the Committee is rather 
lengthy and I shall only summarize it. It will be discussed by 
several gentlemen from the floor. 



INVESTMENT BANKERS ASSOCIATION OF AMERICA 145 

REPORT OF THE PUBLICITY COMMITTEE 

1. Should the Association take a definite position on a campaign against 
worthless and/or fraudulent securities? 

(Discussion to be led by Roy C. Osgood.) 

2. Should the Association inaugurate an investment educational campaign? 

(Discussion to be led by N. Penrose Hallowell.) 

3. Should the Association permit members to advertise their membership in 
the Association under certain restrictions? 

The Publicity Committee believes the Investment Bankers Association of 
America should establish an educational bureau, under a competent director, which 
shall join in the growing national movement against worthless and fraudulent 
securities. It is proposed by the Committee that this bureau shall not only co- 
operate with existing agencies, o£Bcial and otherwise, now serving toward this 
desired end, co-ordinating its efforts wherever possible, but that, within its special 
6eld, it shall endeavor to inaugurate a national educational campaign in the name 
of our Association. The members of the Committee believe that the time has come 
when the Association must take definite stand upon this challenging issue, or fail 
in its obligation to the country and to itself. It is proposed to make a modest 
beginning, along practical and conservative lines, always under the guidance and 
dose control of the governing oflBdals of the Association, and to expand only as 
experience justifies. The Committee desires to commend the work done in various 
communities, cities and states in combatting fraud, not only by legislation, but 
also by prosecution of offenders, and suggests that the Association, through the 
proposed educational bureau and otherwise, shall support such worthy efforts and 
co-operate in the work. 

Despite the fact that no public announcement has been made of our plans or 
purposes and also that the membership at large has had no intimation, an educa- 
tional campaign is contemplated; the Committee has done much preliminary work, 
has reodved approval of its ideas from nuuiy quarters and has been given assurance 
of financial support from a number of the leading financial interests of the country. 
It has been promised the active co-operation of many daily and weekly newspapers, 
magazines and of various organizations, corporations and governmental agencies 
interested in checking the sale of questionable securities. The Committee trusts 
that the Convention will give due consideration to this great problem and that 
discussion of the report will develop a definite sentiment thereon. 

A somewhat detailed report was made to the Board of Governors at the White 
Sulphur Springs meeting in May in which it was recommended, 

(a) That the Committee be authorized to develop and inaugurate at 
once a general educational and missionary campaign, the primary pur- 
pose of which is to teach the principles of sound investing, with privilege 
of using every agency at its command; 

(b) That an educational director be obtained at a salary to be fixed 
by the Board of Governors, and 

(c) That the name of the Committee be changed. 
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Tlie report wu favotmUy received aod approved. Ai aevetml meoiben of the 
Board evidently m i m nd rfi tood the reiJ ngnificance of action taken at the Wliite 
Sulphur Spiings iiieeting» the Committee decided to await devdopmcnts at the 
meeting of the Governors at Toronto cm July 21, when a nqiplemental report was 
presented. In view of the probable expense of the undertaking and the some- 
what limited funds at the disposal of the Association, it was suggested that the 
Committee should start the rampaign in a soodest way and obtain the services of 
some newspaper men at a moderste salary. This suggestion, while dis^ipointing, 
was concurred in most willingly and the Committee has done some work, the full 
effect of whidi cannot be determined at this time. 

The failure, early in 1922, of a large number of stodc brokerage houses (prac- 
tically an of whidi were r e fe rre d to as ''budcet shops") devdoped more or less of a 
hysteria for regulation and licensing of dealers in sbodcs and bonds, althooi^ 
legitimate investment houses were involved in no manner whatsoever. While agi- 
tation for sudi procedure has not been pronounced during the past three or four 
months, we should not overlook the fact that many State legislatures will hold 
annual or biennial sessions before the next convention of the Investment Bankers 
Association of America. Many bills, which would restrict or harus legitimate 
dealers, are certain to be introduced and, doubtless, a fair proportion thereof will 
be enacted into law unless this Association is prepared to offer something tangible 
and deffnite to counteract the sentiment for such legislation, and should offcringi 
of worthless or fraudulent securities become more frequent and should failures of 
so-called bucket shops again become numerous. Government and State action might 
be of sudi character as might require the Assodaticm, in sdf defense, to put itsdf 
squarely and conspicuously on record as activdy combatting these evils. Further^ 
more, if the Association were forced into an aggressive campaign, it first might be 
compelled to allay criticism for apparent indifference, under which drcumstanoes 
the effectiveness of a constructive campaign would be restricted until the public had 
forgotten earlier inactivity. 

The Committee believes that the proposed educational rampaign would be 
helpful in this respect. Doubtless, it would be influential in directing interest of 
intending investors towards high grade securities and in considering purchases from 
firms and houses of unquestioned reliability. This, however, should remind us of the 
fact that we, too, owe a duty to the public and should not only exercise great care in 
the election of new members, but should also increase the authority of the Board of 
Governors whereby members could be disciplined more promptly for practices not 
in conformity with good business ethics. Consequently, the Publidty Committee 
strongly endorses the resolutions of the Central States Group, presented to the 
Board of Governors at the White Sulphur Springs meeting, and urges that these 
resolutions be placed upon the calendar of the Convention for discussion and action. 

The brokerage failures already mentioned naturaUy attracted a great deal of 
attention in newspapers and magazines and were also effective in stimulating senti- 
ment against the vendors of poor, worthless and fraudulent securities. The Com- 
mittee considers it unfortunate that the Association was not prepared to step into 
the breach and immediately inaugurate a nation-wide publidty and educational 
campaign. The Committee appreciates fully that there was ndther authority vested 
in any committee to undertake the work nor any organization to conduct a campaign. 
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Meanwhile, the Committee has made a rather extensive inquiry and hai come to 
the oondiuion that an educational campaign would receive general approval and 
co-operation. In fact, there is evidence that some agencies are anticipating the 
Association by effecting organisations to combat the blue sky promoter. 

County investment bureaus are being organised in one State and are being 
directed and supported by a combination of banking institutions; building and loan 
associations; farm federations; Kiwanis, Rotary and other clubs; boards of trade 
and chambers of commerce. It is proposed to supply newspapers and all organiza- 
tions represented in the bureaus with articles on financial subjects and with reports 
about securities offered in the State. Trained investigators are to be employed and 
a publicity department b to be attached to State headquarters. The Committee 
has been requested to co-operate with the bureaus and, in turn, the Committee is 
offered the co-operation of the bureaus and the opportunity to push our educational 
campaign in that State, the expense of which would be very moderate. 

The Committee held meetings in New York on April 8 and in Chicago on 
June 1ft, in addition to which the Chairman has conferred, on various occasions, 
with individual members of the Committee and has maintained a steady flow of 
communications therewith. At no time has there been a difference of opinion as to 
plan and policy. The endorsement of our aims and purposes by individuals, institu- 
tions and investment houses leaves no doubt in our minds of the wisdom as well as 
the urgent necessity of the proposed educational campaign. A direct evidence of 
this situation was made manifest in the reception accorded an address of Mr. 
Rc^ C. Osgood, at Bfilwaukee, on June 18. Mr. Osgood's address was delivered 
before the annual meeting of the Financial Advertisers Association of the Associated 
Advertising Clubs of the World. His subject was "Do Investment Bankers Owe 
the Public the Duty of Warning or Educating Against Fraud?" The question was 
answered thus: — 






'Yes, emphatically, for the following reasons: 

' It is the duty of every citizen to so act as not to commit fraud. 

It is also his moral duty to restrain others from committing fraud. 

It is his ordinary duty to warn others of fraud so far as practicable. 

" This is particularly true of the citizen having knowledge of existing 
fraud. Investment bankers have a special knowledge concerning the 
issuance and sale of securities and learn to detect the kinds of fraud that 
infest them. It, therefore, becomes their duty both to warn and educate 
against fraud. In addition to being a duty, it is business common sense on 
the part of the investment banker to warn against fraud because every 
dollar sunken in fraudulent securities is diverted not only from his own 
business but the business he is assisting to finance. The duty exists not 
only to warn but to educate the public, because education in itself con- 
stitutes a warning." 

Interest in the address was apparent not only at the Milwaukee meeting but 
also by publication in full in the Bulletin and by a printing for distribution among 
the officers and salesmen of the Harris, Forbes & Company organization. Other 
members of the Association also have answered Mr. Osgood's question affirmatively 
and have done excellent work, of which conspicuous examples include co-operative 
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advertinng of the Milwaukee dealers, the display poster of the Minnesota Group 
and participation in the organisation and management of Better Business Bureaus. 
The New York Stock Exchange and the Chicago Stock Exchange have taken a 
strong public position in the campaign against fraud and against the budoet shops. 
The Baltimore and Pittsburgh Stock Exchanges also helped the movement by 
display advertising in daily newspapers. 

Nevertheless, it must be admitted that drives against fraud must be constant, 
and not spasmodic, if real progress is to be expected. The Committee believes, by 
inaugurating, and then extending, the campaign as circumstances develop, that 
satisfactory results can be obtained. Briefly, the plan proposes an investment 
educational campaign, which, in part, would include the preparation of articles on 
financial, business and investment subjects and distribution thereof through news- 
paper associations, for publication at regular intervals; to furnish articles for 
magasines, and lectures for use in schoob and colleges; to oo-operate with organisa- 
tions of all kinds in attempting to limit the issuance and sale of worthless and/or 
fraudulent securities; to provide speakers for meetings and the lecture platform and 
to assist every legitimate e£Fort to spread the doctrine of sound investment; to make 
use of the radio, the moving picture, and the publicity and advertising bureaus of 
railroads, public utility and industrial corporations and of boards of trade, chambers 
of commerce, farm bureaus and granges and labor organizations. 

The Committee suggests the employment of an educational director, to operate 
under the direction of the Committee or of the Secretary's Office with authority to 
begin the campaign and to extend the work. We are prepared to recommend for 
educational director a man who has impressed most favorably all members of the 
Association with whom he has come in contact. It is apparent that he is excep- 
tionally well qualified for the work. He has been a crusader for years against blue 
sky operations. He has a forceful personality. He is editor of one of the largest 
class publications in the country. He has a wide newspaper experience, has been a 
college professor and has written a book dealing with power development of small 
streams. He is at home on the platform and is thoroughly conversant with the 
value of sound publicity. 

In conclusion, the Committee recommends that its name be changed from 
"Publicity" to "Investment Education." The word publidty is in disrepute, 
especially in newspaper and magazine offices, and will prove a handicap in our 
efforts. Acknowledgment herewith is made of assistance rendered by members of 
the Association and of support promised by many individuals and organisations 
interested in our proposed campaign. 

Respectfully submitted, 

John W. MacGreoor, Chairman 
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DEPARTMENT OF JUSTICE 
Bureau of Investigation 
Washington, D. C. 

August 23, 1982. 
Mr. John W. MacGregor* 
^/o: Investment Bankers AsBodation, 
345 Fourth Avenue, 
Pittsburgh, Penn^rlvania. 

My dear Mr. MacGregor: 

I have read with very deep interest of your proposed educational campaign 
against fraudulent and worthless securities, in the interest of the Investment 
Bankers Association, and feel that your plan can be worked out suooessfuUy. 

I have frequently wondered why this has never been done before, for as you 
know, previous to my becoming the Director of the Bureau of Investigation of the 
Department of Justice, I was the Ptendent of the WiUiam J. Bums International 
Detective Agency, which was the protective agency for the American Bankers 
Association. We, of course, frequently came in touch with a very great amount of 
fraudulent and worthless securities that were being worked off on investment 
bankers, so that when I read of your proposed campaign I felt that the Investment 
Bankers Association had finally adopted the only method of eliminating these 
parasites who are constantly dealing in these securities. 

I want to assure you that any aid or assistance that I may be able to render 
you in this matter will be very cheerfully given, and I wish you every success in 
your campaign. 

Yours very sincerely, 

W. J. Burns, Diredor 

HORNBLOWER & WEEKS 

Boston — New York — Chicago 

42 Broadway 

New York 

August 23, 1922. 
Mr. John W. MacGregor, 
Chairman, Publicity Committee, 
Investment Bankers Association, 
345 Fourth Ave., 
Pittsburg Pb. 

My dear Mr. MacGregor: 

I think the report of the Publicity Committee and the proposed educational 
campaign is fine. 

I am firmly convinced that the more we can tell the public about our member- 
ship and our business methods the better it will be for them and for us. 

If we can persuade the public to stop dealing with crooked people who promise 
1,000 per cent over-night, we will have done a great good to the whole financial 
fabric of the country. 

Yours very truly, 

John W. Prentiss 
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UNITED STATES SENATE 
Committee on Claims 

August 2S, 1922. 
Mr. John W. liacGregor* 
Investment Bankers Association, 
S45 Fonrth Avenue, 
Pittsburgh, Pa. 

Dear Mr. MacGregor: 

I have learned from several sources of the educational "•'"P^'g" which is con- 
templated by the Investment Bankers Association of America. I believe this is a 
splendid move. The Capper Publications have always taken a great intctest in the 
blue sky question. We are very strong for every Intimate plan which wiO stop the 
sale of worthless stocks and other securities. I wish to assure your Committee that 
you can count on me personally as wefl as my publications to give you hearty co- 
operation in your efforts in this direction. 

With Idnd regards, I am 

Very respectfully, 

Abthur Qafpeb, 



One Madison Avenue, 
New York, August 2S. IMS. 
John W. MacGregor, Esq., 
Chairman, Publicity Committee, 
Investment Bankers Association of America, . 
845 Fourth Avenue, 
Pittsburgh, Fk. 

My dear Bir. MacGregor: 

I have learned with great interest of the suggested rampaign of the Invest- 
ment Bankers Association of America for the protection of small investors. 

To the extent that the ignorance of the small investor is accountable for his 
willingness to buy unsound securities, a vast deal of good can, I believe, be acocMn- 
plished by the suggested campaign. 

I sincerely hope that it may have, not only the necessary financial support, but 
what is still more important, the active co-operation of all of your members. 

I trust also that the campaign may not be entirely negative, but that in part 
it may consist of inducing your members, especially the more influential cmes, to 
use simple and explanatory copy in their own advertiiements. 

Very faithfully yours, 

Ingalu Kimball 
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THE OmO FABM BUREAU FEDERATION 

CoLUMBini, Ohio 

August 90, 1922. 
Mr. John W. BCacGregor, 
diaurman. Publicity Committee, 
Inyestment Bankers Association of America, 
Fittsburi^ Fa. 

Dear Mr. MacGregor: 

I am very glad to learn that the Board of Governors of the Investment Bankers 
Association of America has authoriied its Publicity Committee to put on an educa- 
tionai and publicity campaign in an endeavor to educate the investing public 
regarding investments and to point out to them the many pitfalls to be avoided. 

As you know, the Ohio Farm Bureau Federation is fostering a movement here 
in Ohio in an endeavor to correlate the efforts of the various organisations who are 
interested in this work. The Federation has, through its Investigation Depart- 
ment, rendered a service of furnishing information by means of confidential reports 
to its 105,000 members for the past year and a half and our experience during thia 
time has convinced me that there is a real need for just such a campaign as your 
organisation is planning. 

Furthermore, I believe that the present is a very oj^xirtune time to start such 
a campaign. The public has lost millions during the past few years, particularly 
during our recent period of inflation, and are, therefore, more <^>ai-minded and 
willing to listen to warnings and advice regarding investments. According to 
statistics recently compiled, the loss to Ohio Fanners during this period was 
$104,000,000, an amount equal to Ohio's 1921 grain crop. 

Your Board should be commended for taking this step for, judging from the 
sentiment expressed at our organisation meetings I have attended in twenty-eight 
Ohio counties which were attended by representatives from both the rural and 
urban interests, I am firmly convinced that such information as you plan to give to 
the public through your Committee will be very much appreciated and will result 
in the saving of millions of dollars which are now being wasted through the purchase 
of wtwthleas securities. 

Assuring you of our willingness to co-operate with your organisation wherever 
possible and wishing you success in your efforts, I am 

Very truly yours, 
Thk Ohio Fabm Bubhau Fbokhation, 

Ezra C. ANBTAnrr, Investigation Department 
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THE NEW YORK TIMES 
Timei Square. New York 

August 90. lOM. 
John W. MAcGregoTi Eh|.9 
Glover h MacGiefor. 
845 Fourth Ave.. 
Fittflbur^ Pa. 

Dear Mr. MacGiegor: 

In aocoidance with our converaation of yeateiday. I am writing yon herewith 
to ezprefls my own belief regarding the p t opoaal that the Inveitment Bankera 
Aiiociation ihould cstabliah a thoroui^ and weD-equipped bureanfor the inveatiga- 
tion and expoauie of undertakinga to float woithlem aecuritiea and to take advan- 
tage of the aimplicity of inveeUna by poaing as investment bankers. It has long 
seemed to me that the establishment of such a bureau was almost a necessary part 
of the work of your Association, for the protection of the investment bankers them- 
selves. The harm that is done by the floating of worthless securities does not stop 
with the individual loss; it pr^udices the community, in which such losses have 
been incurred, against the whole body of investment bankers and against all kinds 
of investment securities. The effect on public sentiment is mudi like the effect 
produced through the failure of irresponsible brokers in Wall Street, idio are 
invariably associated in the outside public's mind with the Stock Ezdiange, 
although they themselves had no stake in Wall Street except their office and 
furniture. 

It does not seem to me that the undertaking of such imtk by your Association 
would be only a matter of public spirit; though it would certainly be that. Those of 
us who have watched the progress in the work of distributing sound investment 
securities throughout the country have long felt that the field cannot be properiy 
utilised until the great mass of wildcat enterprises are in some way suppressed. 
The alternative to such work as this by the banking organiaatiim itaelf is not 
unlikely to be continued pressure in the State legislatures for more and more 
drastic " blue sky laws^" which are always liable to be so drawn as to interfere with 
the legitimate work of reputable investment bankers. 

With personal regards, I am 

Very truly yours. 

A. D. NOTBB 



THE SECRETARY OF THE TREASURY 

Washtnqton 

August SI, 1982. 
Dear Mr. MacGregor: 

I received today your letter of August 22. 1022, and am interested to know that 
the Board of Governors of the Investment Bankers Association has instructed the 
Publicity Committee to inaugurate a campaign of publicity against the distribution 
of worthless and fraudulent securities. Publicity is in many respects the most effec- 
tive weapon available to protect the public against the sharpers who sdl wildcat 
and other worthless securities, and I hope that your ^*«^w*p^»g" may be an effective 
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means of helping to lave the American people from the appalling waste that comes 
each year through the dissipation of capital in securities of this character. 

Very truly yours, 

A. W. Mbllon, Secretary 
John W. MacGregor, Esq.» 
Chairman* Piiblidty Committee, 
845 Fourth Avenue, 
Pittsburgh, Pa. 

Mr. MacGregar: We have propounded three questions that are 
to be discussed in connection with the report of the Committee. 
The first is: Should the Association take a definite position on a 
campaign against worthless and/or fraudulent securities? Led by 
Mr. Osgood of Chicago. 

Fraudulent Securities 

Mr. Osgood: I will be just as brief as possible, but I think this is 
an important subject. The answer is that the Association has 
already taken a position. One of the purposes of the organization 
was to take such a position. One of the most important commit- 
tees recognized by the Constitution is the Fraudulent Advertising 
Committee, which has done some exceUent work, over a period of 
ten years, in bringing about actual and important results up to the 
present time. I think probably the next year will see even greater 
developments. 

The reason why the Association should take such a position at 
this time is two-fold: First, I think it requires no argument to 
convince the members of this Association that the sale of fraudu- 
lent and worthless securities constitutes an economic waste and a 
diversion of funds from proper business channels, and a conse- 
quent increase in the cost of financing. That is economically true. 

Second, the effect on thrift of individuals who are defrauded 
through the sale of worthless securities, and who have lost their 
money, is greater by far than the actual loss involved; the effect is 
away out of proportion to the man's actual loss, because he be- 
comes discouraged in saving; he loses confidence in all kinds of 
financial plans, and he not only fails to save and invest his money 
himself afterwards, but he talks about it and he causes more 
deterrent advertising than his loss could possibly accomplish if 
left to its effect on his own resources. 

The consequence of these two things is naturally that it is good 
business for us, as members of this Association, to do everything 
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we can to conserve the investment funds in sound securities. If 
we were to look at it simply from a conunon-sense business and 
selfish standpoint, leaving aside all of the moral and ethical aspects 
of the situation, and our duty as citizens, it would be good business 
to do all in our power to conduct a campaign to eliminate the 
crooks from the investment field. There are two ways in which 
that can be done. I am not going to elaborate very much. Of 
course, inside the Association itself a great deal can be done. Our 
own members can take a great deal of care, as most of them do, in 
their advertising; they have got to take a great deal of care in the 
presentation of bond titles to make them dear and free from 
misrepresentation. 

They have got to be careful not only in their printed and written 
sales statements but in the statements that their salesmen are 
aOowed to make. They have got to be careful in the disclosure of 
full information. 

Those things are all things that we all do as a matter of every- 
day business. Once in a while it is a good thing to think about them 
out loud and simply emphasize them to ourselves and see that we 
take care of them. 

I think a great deal can be done by our own members in refusing 
to deal with houses that are guilty of bad practice. I know that 
practically all of those houses are outside of this Association. We 
may have a very few in the Association, I hope we have not, but 
we can be very careful in our outside dealings with those people, 
not putting them on our lists, and dealing with them generally, but 
gradually forcing them either to correct their methods or to go out 
of business. So far as the inside work of the Association is con- 
cerned, we can accomplish a great deal by report both to the Busi- 
ness Practice Committee of the Association and also to the Business 
Practice committees of the respective Groups whenever we see 
misleading or careless advertising or careless statements regarding 
the sale of securities. 

Now outside of the Association (that is, I mean on the influ- 
ence that can be brought to bear on sources outside of the As- 
sociation itself to accomplish this purpose), I think the work of 
the Association has got to come down to the individual houses. 
The only way we can get anywhere with this thing is to have each 
house appoint itself a special committee to deal with the subject. 
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I am going to try to outline briefly what form that dealing 
should take. In the first place, I think that our experience has 
demonstrated the greatest good can be done in communities by 
the organisation of local bodies such as the Baltimore Blue Sky 
Committee* for instance, which is a corporation; it was organized 
as a corporation for obvious reasons; the Advertisers' and In- 
vestors' Protective Bureau, Chicago, has done excellent work, 
and similar organizations in Boston, Cleveland, Minneapolis, Mil- 
waukee and a number of other cities that will readily occur to 
you. One of the greatest pieces of work which those organizations 
have done has been to get all the newspapers in the community 
agreed to take no financial advertising whatever without sub- 
mitting the advertising to the criticism of those bodies. The 
newspapers have been very glad to do this. They have co- 
operated to a wonderful degree. I think there are probably 
very few papers in communities that have organizations of this 
kind that have not agreed to go into this kind of a protective 
measure. The newspapers are glad because they are unable to 
have first-hand knowledge about the people who offer them 
advertising, and they have not the financial experience to analyze 
the statements that are asked to be printed in their papers. They 
are vety glad to get the help of somebody of experience. 

A great deal can be done by the members of the Association 
readily submitting to interviews and by way of the contribution of 
articles to newspapers and magazines, and in this way make them- 
selves instructive and helpful to the public. The newspapers are 
pleased to get the members of thisAssociation to talk on this subject, 
and to get them to contribute articles. Agreatdealofthathasbeen 
done in the last two or three years, and it has had a marked effect 
on the situation. A great deal can be done by way of help in 
legislation, in correcting improper legislation; and a great deal can 
be done by the members of our Association in the enforcement of 
legislation after it gets on the statute books. They can help 
the Federal postal authorities, by calling their attention to the 
administration of the Postal Fraud Act for instance, when the 
attention of the members has been called to fraudulent matters 
and fraudulent offerings. This should be done as they come to 
their attention. Mr. Fenhagen has spoken of the desire of the Post 
Office Department to co-operate with us, and I am sure every 
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effort will be made during the year to pass along to them the 
information that they desire and to work for effective co-operation 
with the Federal Government in that respect. 

We have kicked a great deal about the State blue sky laws — 
that is a subject that is coming up for discussion later, and I will 
not dilate upon it; but I will just say this, that there are two sides, 
two ends, so to speak, of the blue sky law, one the technical end, 
and the other the enforcement of the law. Blue sky commissioners, 
themselves, realize that they have not been able to pay attention 
enough to the enforcement of the acts. A great deal could be done 
in this direction, by directing the attention of those commissioners 
to the crooks who try to get around the laws, and the members of 
our Association could lend great assistance there and render a 
great amount of co-operation to the end that there might be not 
only an inteUigent effort made toward the enforcement of the blue 
sky laws, but which would tend to educate the blue sky com- 
missioners to the point where they would have a more intelligent 
comprehension of the requirements of securities. 

A great deal can be done by the co-operation of the Groups of 
this organization with other bodies. We found two years ago that 
the American Federation of Labor was only too anxious to get the 
co-operation of this Association to the end that the membership of 
that organization and the men in the laboring movement all over 
the country might be aided. I had a meeting with Mr. Gompers 
at Atlantic City and he expressed a desire to co-operate, to the end 
that we might protect the savings of the laboring men all over the 
country, who had been shamelessly defrauded out of their sav- 
ings. That movement was, of course, brought out by the Treasury 
Department at the beginning of the Liberty Loan campaign when 
numbers of the members of the Unions were buying bonds and 
then being cheated out of them through the fraudulent efforts of 
those who got them to trade them for more or less worthless 
securities. 

I have tried to outUne very briefly what can be done, Mr. Chair- 
man. I think it is very obvious that we have a distinct duty to 
perform here. The Associationis bound, not to prosecute the 
offenders itself perhaps, because that is a very costly and difficult 
procedure, but to lend its aid towards the prosecuting of frauds all 
over the country. Several years ago we organized Groups in the 
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Association, which is probably one of the greatest things that 
we have done, and since that Group organization became effec- 
tive, local committees have been able to do a great deal of intelli- 
gent constructive work. And they could do a great deal more. 

Mr. MaeGregor: Does any member desire to say anything in 
connection with this question? We wiU be glad to hear from you, 
if you do. If not, the next question is: Should the Association 
inaugurate a national education campaign? Discussion of that 
question will be led by Mr. Hallowell. 

Educational Campaign 

Mr. HaUowell (Lee, Higginson & Co., Boston) : Mr. Chairman 
and Gentlemen : This particular question I think wiU require but a 
moment of discussion. The Board of Governors comes to you 
frankly for your opinion as to what it should do now in con- 
tinuation of the work which has already been started by the 
Fraudulent Advertising Committee. Mr. Osgood, on the first 
question, '* Should the Association take a definite position on a 
campaign against worthless and/or fraudulent securities?", perhaps 
three-quarters, answers the second question, because we cannot 
take a strong position against fraudulent securities without point- 
ing out, why they are fraudulent, and what good securities are. 
So that work is already begun. 

Now, it is suggested that, instead of leaving the further educa- 
tional work of telling the public what good securities are to this 
house and to that house, we should co-ordinate these efforts more 
or less in a central bureau. The Committee has recommended 
that we employ a director of publicity for thiscampaign who would 
receive suggestions from all members of the Association, who 
would have a staff of competent men to write articles about good 
securities — ^perhaps take one good railroad bond and point out 
why it is good, where the security might be improved, and use 
not the method of paid advertisements in the papers, because 
that would be beyond the means of the Association, but to use the 
magazines and newspapers, which are continually coming to the 
various members of this Association, and to headquarters also, 
for articles on investment securities. The Chairman of the Pub- 
licity Committee tells me that he has lists of dozens of the best 
magazines in the country which want articles from the Investment 
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Bankers Association of America to disseminate throughout the 
country. The same applies to the newspapers. Perhaps the 
criticisms have reached you that have reached me: Why does 
not the Investment Bankers Association of America as an as- 
sociation tell the public what good securities are? Why do they 
not point out all the losses that have resulted in the past through 
the purchase of worthless securities, and why do they not as an 
association tell the people what to do and what not to do? 

It is quite an indictment, Gentlemen. I think the time has come 
when we should try as an organization to spread the news about 
good investments. As to how far that should go, is more or less 
dependent upon the third question of whether this Association 
should let members use the name and advertise the fact publicly 
that they are members of the I. B. A. of A. Qf course, a good many 
people do not know who the members of the I. B. A. of A. are, or 
what it stands for. I was very much shocked the other day by 
having a prominent Boston man say to me, '" WeQ, you are going 
to the convention in New York next week, I see?" I said, *'No, 
that's the American Bankers Association." *' Well, isn't that what 
you are, a member of that Association? " I said **No, I am a mem- 
ber of the Investment Bankers Association of America." ''Just 
wherein are the investment bankers di£Ferent from the members of 
the American Bankers Association? " he queried. He knew of the 
American Bankers Association, but, as you see, he had no clear 
idea of what the Investment Bankers Association of America was 
or who belonged to it. 

It would greatly strengthen any campaign that was started in 
the name of the I.B. A. of A., if it could be stated not only what the 
I. B. A. of A. is and stands for, but also who compose its member- 
ship. Possibly it is not quite time to adopt the latter suggestion. 

Any campaign started would have to go slowly at first, prob- 
ablyt until we saw how it worked out. But if it starts in a reason- 
able way, in a way which the Association can afford, if the mem- 
bers will co-operate by writing articles themselves which may be 
sent through the publicity director to the magazines, and to the 
newspapers, not under the name of the writer, but over the name 
of the Association, I think we could accomplish a great deal, and 
eventually it might develop into a very large and very powerful 
influence for good. 
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The value of publidty* of course, we all know. When the Ponzi 
episode happened in Boston it was shown up entirely by the 
publicity of one Boston newspaper. I wish the I. B. A. of A. had 
been able to do that. Mr. Fenhagen in his report pointed out how 
the pools in Baltimore were routed by the publicity of a newspaper. 
I wish that that could have been done in the name of the I. B. A. of 
A. Of course, Babson has built up his business entirely through 
publicity, writing articles, etc. You may agree with his conclusions 
or you may not, but he has built up great publicity through maga- 
zines and newspapers. Of course he uses paid ads also, but he gets 
through an enormous amount of free advertising, and people, 
particularly in the middle west, seem to turn to Babson and say, 
"What does Babson say?" We have all the avenues here o£fered 
to us for practicaUy nothing of these great circulating mediums, 
and what we would like to have your opinion on is: Is it advisable 
for us to employ a publicity director and start work along the 
general lines that I have given you? If these are not the right lines 
we wish you would teU us and make other suggestions. 

Mr. MaeGregor: The Committee wishes that any member that 
has any idea on this subject Mr. Hallowell touched upon would 
conmiunicate with the Chairman or with the Secretary's Office. 
If we start this work we want the co-operation of every member, 
and by getting it, by working together, we think we can do a great 
work. Is there any member who would like to say anything further 
on this question? We would be glad to hear from you. 

Mr. HaUoiodi: Mr. Chairman, would it not be wise to get the 
sense of the meeting on this question? I understand that the 
Chairman is ready, if the plan seems weU, to engage such a man. 

Mr. MaeGregor: The Chairman would very much like to have an 
expression of opinion by the membership at large. 

Mr. Forrey (Fletcher-American Company, Indianapolis) : I am 
very much in accord with what Mr. Osgood has said, but I do not 
believe it is advisable for this Association to start any more 
national bureaus with paid directors. I think Washington and 
the country are flooded to death with this sort of movement and I 
think the people are propaganded to death, and I think for us to 
spend money hiring one man to conduct a national campaign is 
foolish. I think it can best be done through our local Group. 
[Applause.] 
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Mr. MacGregor: Has anybody else a suggestion or any remarks 
to make? 

Mr. Waison (Watson, Williams & Co., New Orleans): Mr. 
Chairman, I do not agree with Mr. Forrey. I do not believe that 
it can be done as well through local Groups as it can be done 
through a co-operative movement by this Association. Everyone 
of us has been conducting publicity campaigns in our own particu- 
lar Group and we have been making some headway but we cannot 
make the headway that we will, working together. I am heartily 
in favor of Mr. Hallowell's project to have a pubUcity bureau. 

Advertisement of Membership 

Mr. Price (John E. Price & Co., Seattle) : It strikes me that the 
suggestion originating in this Committee and in Boston is full of 
fruit. The three questions that are proposed by this Committee's 
report have not been accepted and, unless some sense of the meet- 
ing is expressed, it would seem a fruitless expenditure of time. In 
order to crystallize the matter, I move you, Mr. Chairman, that 
the sense of this meeting be favorable to such a program of pub- 
licity; that incident to such a publicity campaign there be given 
expression through the individual members, and in that expres- 
sion the individual members be permitted to use the name of the 
Investment Bankers Association of America in conjunction with 
their advertising. 

The President: Mr. Price, there is only one trouble about a reso- 
lution of that kind in that it comes within the classification which is 
not supposed to be brought up on the floor of the Convention ex- 
cept after it has been presented ten days prior to the meeting, the 
theory being: We do not want to rush into a matter of policy. 
May I suggest as a possible basis for consideration on your part 
in making that resolution, that we passed yesterday a change in 
By-Law Number 5 which is designed to do exactly what your 
resolution is to accomplish. Have you considered that point? 
That is exactly what we had in mind at the time that resolution 
was passed. I do not know whether or not you were in the room 
when that was passed. 

Mr. Price: No, Mr. Chairman. I am sorry to admit that I was 
not. I am very glad, of course, to withdraw my resolution in ac- 
cordance with the policy that has been authorized. 
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The Prerident: I think the Constitution would require that a 
question of that type would have to be submitted in advance. 

Mr. Osgood: Mr. President, I appreciate the difficulty that we 
are laboring under, about bringing resolutions on the floor of the 
Convention. That is something that has been in our By-Laws ever 
since we have formed our organization. However, I do not think 
there is anything in the By-Laws to prevent the Chairman from 
asking the Convention by a show of hand to indicate their desire 
to carry out the expressed purpose of the Committee as set out in 
its report and as expressed so well by Mr. Hallowell. 

The PreeiderU: I think Mr. Osgood is correct. It is certainly 
my understanding and it is the desire of the Board, and the 
Committee is here to have such expressions of opinion. It is only 
through such expression of individual opinions to the Board or to 
the Secretary's Office or to the conmiittees during the year that 
those committees can possibly carry out the desires and the wishes 
of the membership as a whole. I think Mr. Osgood's suggestion is 
a good one and I will ask all of those who are in favor in a general 
way of establishing some definite, tangible, continuous form of 
publicity against fraudulent securities, and in the education of the 
public in what constitutes good securities to raise their hands 
(a large number raised their hands). That seems to be a very 
heavy vote, but by virtue of letting Mr. MacGregor know how 
nuuiy there are who are not in favor of that, I will ask them to 
raise their hands (none). 

Mr. HaUowdl: Mr. President, Mr. Price had, in his suggested 
resolution, the suggestion that the Association should permit 
members to advertise their membership. That has not yet been 
discussed, and I just wanted to call your attention to the fact that 
that was not included. 

Mr, MacGregor: No, we do not so consider it. 

The Prerident: That question, Mr. Hallowell, has been care- 
fully considered during the year by the Board, as you know. It 
involves a very serious consideration, and that is the change of 
policy of the Association in attempting to control the action of its 
individual members, and to dictate the bounds of what are ethical 
and unethical acts. We are, unquestionably, almost unanimously 
in favor of allowing our members to advertise from now on. 
But the questions involved in that are very serious and very 
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far leaching, and it would involve the consideration of each and 
every individual member of our Association, as to whether he 
would be willing to grant, to properly constituted committees, 
an authority over his actions, which the Association has never 
heretofore attempted to do or desired to do. I think, under the 
circumstances, unless somebody particularly wishes an expres- 
sion by the holding up of hands, or something of that kind, that 
we had better let this matter be deferred for future action by the 
members as a whole. I do not have any objection, so, if it is 
agreeable — 

Mr. Block (Nelson, Cook & Co., Baltimore): Mr. Chairman, 
may I ask a question? I presume it is not intended to have any 
conflict with local authorities. In Maryland we have a Blue Sky 
Committee, which is regularly organized, and which undertakes 
this work, and which is made up of others besides members of the 
Investment Bankers Association of America. Of course, I presiune, 
it will develop that there will be no conflict of intention between 
any publicity committee which this Association might organize 
and such a local committee. In Maryland we have accom- 
plished some very good work, and it has not been eiltirely the 
members of this Association who have accomplished it, but the 
work has been financially assisted by bankers throughout the 
State in general. Now, I just call your attention to that phase of 
the situation. I am quite sure that the Board of Grovemors will 
cover that when the time comes. 

The President: You are correct in your assumption. This is 
simply to add to and to help co-ordinate these various movements. 
In no sense is it to interfere with any of the established authorities 
dealing with that matter. 

Mr. MacGregor: Are there any other remarks to be made on 
this subject at this time? 

Mr, Riley (Drake, Riley & Thomas, Los Angeles) : Mr. Chair- 
man, I just want to leave one thought with the members in 
connection with this use of the name of the Association by the 
individual members. I was very much interested yesterday in Mr. 
Brogden's report regarding the care which had been taken by the 
Membership Committee during the past year in running down, 
from every source and from every angle, the standing and alto- 
gether-desirability of applicants for membership in the Association. 
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It is, therefore, or it should be presumptive, that if an applicant 
passes this acid test, he is entitled to membership in an association 
which stands for the highest ideals. And the question, therefore, 
arises in my own mind — and, as I say, I would like to place it 
before the Association as a whole — if it would not be of direct 
assistance to the investor to know, and have it brought before 
him, in connection with the general educational campaign — and 
the standing of the Association will be brought up in that cam- 
paign very definitely — to know that a house, as a member of 
that Association, is entitled to confidence. Names, as they appear 
in the press attached to advertisements, have no distinction in the 
minds, particularly, of the new investor or the unseasoned investor. 
They are all alike, and he may not be able to differentiate. If he 
can see, attached to a name, something that will spell to him re- 
liability, it seems to me it would be a very constructive piece of 
legislation for the Association to pass. I think that our protec- 
tion as an Association comes from the fact that any member 
who abuses the trust which is placed in him can be quickly cor- 
rected through the withdrawal of his membership by the Board 
of Governors, upon proper investigation. That, to my mind, is 
the protection which the Association has as a whole. [Applause.] 

The Presideni: Mr. Baker, have you any brief comment 
that you would like to make on this matter, as Chairman of the 
Business Practice Conmiittee? I have discussed this matter with 
you. It is a very serious and a very important thing, and we would 
like to get all the light on it that we can. 

Mr, Baker (Baker, Watts & Co., Baltimore) : You refer now to 
the use of the name? 

The President: Yes. 

Mr. Baker: Mr. President and Gentlemen, there is a wonderful 
appeal in the use of the name of the Investment Bankers Association 
of America, and I believe the time will come when it will be a de- 
sirable thing to permit its use. We may be right on the threshold 
of that door now. Personally, I do not believe that the Asso- 
ciation has a sufficient grip on the activities of its members to 
permit that to be done today. Now that remark, Mr. President, 
may be misunderstood, and I hope it will not be, but we have not 
the machinery yet to discipline our members in a way that would 
justify us in permitting the use of the name, in my opinion. Now 
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I said, a minute ago, that it has an appeal and I think the time 
will come when it not only will be wise but very desirable that we 
should do it, but, if I have to vote on it today, I would say, "Let 
us defer that a little while until the By-Laws and the general 
mechanism of the Association can be worked out to a point where, 
if a man violates the ideals of this Association, he can be dis- 
ciplined quickly. I think, in fairness to all of the members, that 
stage should be reached, and, personally, Mr. Pk^esident, I do not 
think we have reached it yet. [Applause.] 

Mr. MaeGregor: Mr. Peirce, will you make a few remarks on 
the third question: Should the Association permit members to 
advertise their membership in the Association under certain 
restrictions? 

Mr. Peirce: I have just come into the room, Mr. MaeGregor. 
My feeling. Gentlemen, is a very strong one on this subject on 
account of certain unpleasant experiences we have had here in 
the West. I believe, absolutely, that we should allow the members 
to advertise the name of the Association, under certain restrictions. 
I believe that we should make the I. B. A. of A. stand for some- 
thing. The highest trust in the world is that of the man who leaves 
his fortune or his money, whatever it may be, to some other man 
in trust for his children. Next to that trust is the trust reposed in 
us as dealers in securities, when men come in and buy securities of 
which they know nothing, of which they can know nothing, and 
buy them absolutely on their faith in us. The man who does not 
realise the sacredness of that trust; the man who does not so 
handle his business as to maintain the sacredness of that trust, has 
no business in the I. B. A. of A. [applause], and the sooner we 
establish the machinery to get him out, if he is already in, the 
better off the I. B. A. of A. will be. 

Now, let us put that machinery in motion; let us put teeth in the 
I. B. A. of A. and then, having done that, let us wear our member- 
ship in the I. B. A. of A. as a badge of honor and not be afraid to 
display it. [Applause.] 

Mr. MaeGregor: Mr« Dibblee, will you say something on this 
subject? 

Mr. DUMee: Mr. Peirce has expressed my feelings exactly. 
Gentlemen. I can see no real harm in using the name I. B. A. 
of A. It is, at least, some protection; it gives some distinction. 
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This is an organization that can discipline its members, maybe 
not as thoroughly as we would want at this time, but the local 
Groups can certainly discipline their members if they do resort to 
practices that are not proper. As Mr. Peirce says» such people 
do not belong in the I. B. A. of A» but we can get them out, 
and the sooner, it seems to me, that we advertise to the public 
that there is such an association as the I. B. A. of A. that is 
endeavoring to raise the standards of business and to protect the 
investing public, the better off we will be, and we will get business, 
automatically, away from the people of doubtful reputation. I 
really cannot see the harm that could be done by using the name. 
It is not a guarantee that the securities that the member of the 
I. B. A. of A. offers are proper and sound always, but it would be, 
at least, some protection, and it will get to be more so. I agree 
with Mr. Peirce that we ought to put some teeth in it. 

Mr. MacGregor: Any further remarks? If not, this will close 
the discussion. 

Mr. DUMee: Mr. Chairman, is there any real objection to hav- 
ing an expression by raising hands of the members here as to 
whether or not they want to put teeth into the Association by 
permitting the use of the name and perhaps using further dis- 
ciplinary measures? 

The President: I think, Mr. Dibblee, we have already expressed 
that, in giving the Board power under a change in the By-Laws 
which permits them to go ahead and try to arrange this thing. I 
think that really is an expression along the lines you are discussing. 

Mr. Dibblee: As I understand, the amendment passed yesterday 
simply permits the Board in its discretion to allow the use of the 
name. 

The Presideni: That is true, but the discussion which preceded 
the passage of that By-Law indicated clearly that it was being 
done with the idea of allowing the Board to do it at the earliest 
possible moment and not wait for a year to do it. 

Mr. Dibblee: We, here in California, have been very anxious to 
be given permission to use the name of the I. B. A. of A. and we 
would rather not wait for f oiu: months for the next meeting of the 
Board unless we have to. 

The President: Well, I can see no objection. Suppose we do 
just take a little straw vote. 
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Mr. Baker: Mr. President, I think it would be well to make my 
position clear. I do not think there is any objection in the Asso- 
ciation as to the ultimate desirability of using the name, and I hope 
that nothing I said yesterday will be construed to mean that, 
because I think the time will come when it will be very desirable. 
The point I want to make is that we ought to go on record as 
to the desirabiUty of the use of the name on letterheads, etc., and 
I think the action taken yesterday probably covers that, and I 
shall vote for it at the proper time. I did not wish my remarks 
to indicate that I was opposed to it. 

The President: Mr. Baker, anything we do here would not be a 
formal resolution; it is just simply an indication on the part of the 
members in order to aid the Board and the various committees in 
the conduct of this very important matter. 

Mr. Peirce: Will you make your calling for a straw vote in this 
way, if I may make our position clear? Take a vote as to whether 
the members are in favor of the I. B. A. of A. through the Business 
Practice Committee immediately proceeding to adopt such dras- 
tic rules as to make the advertisement of the name possible. 

The President: You are getting on very dangerous ground, Mr. 
Peirce. I prefer that you would not force me to put it in that way 
because we do not want to tie the Board's hands in exercising good 
and deliberate judgment on a subject so important as that. 

Mr. Peirce: I thought it was thoroughly informal, that was all. 

The President: There seems to be a desire to have an expression 
of opinion. I am going to take the privilege of modifying Mr. 
Peirce's suggestion to this extent: That we will ask for a showing 
of hands to indicate to the Board, first, whether they are in favor 
of the use of the name by the various members in advertising 
matter, of course, under proper control; second, whether they 
are willing to submit themselves to the very radical control of the 
Business Practice Committee, both of the national committee 
and of their own Group which would necessarily follow such per- 
mission. All those in favor will raise their hands. Just hold them 
up long enough so we can get an accurate idea (hands raised). 
All those on the contrary raise their hands (hands raised). 

A Delegate: Mr. President, I raised my hand because I did not 
see how you can possibly tell how you can exercise those restric- 
tions until you know what those restrictions are. 
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The President: I am quite in accord with your idea personally, 
but there seems to be an idea that we should get a general expres- 
sion of opinion in order to find out whether such a thing would 
meet with the approval of the Convention. 

The Secretary: The vote was 78 for, to 8 against. 

The President: The next is the Irrigation Securities Com- 
mittee Report. Mr. Harrison, the Chairman, is not here, and in 
his absence, Mr. G. C. Stephens, of San Diego, a member of the 
Committee, will present that report. 

Mr. Stephens (Stephens & Co., San Diego) : Mr. Chairman and 
Gentlemen of the Convention: The work of the Irrigation Securi- 
ties Committee during the past year has been principally legisla- 
tive, and that largely foundation-laying, as we have no meeting 
of our legislature here until January. The report of the Committee 
has been printed and will be passed about, and with the Chair- 
man's permission I will omit reading it as all of the points men- 
tioned in it will come up in the discussion. 
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REPORT OF THE IRRIGATION SECURITIES 

COMMITTEE 

In view of the several reports rendered the Board of Governors during the 
current jrear, it seems appropriate to review, for the benefit of the general member- 
ship of U»e Investment Bankers Association of America, some of the salient points 
discussed in the above mentioned communications. 

The work of the Irrigation Securities Committee, since the last annual report, 
has consisted largely of routine correspondence with members of the Investment 
Bankers Association of America and officials of the various irrigation districts. 

Information has been furnished to investment bankers addressing this Com- 
mittee regarding various districts and the acts under which they are organized. 
Many inquiries have been received with reference to the securities of older districts 
in this and nearby states. 

Irrigation securities have held up well during the period of financial readjust- 
ment following the war. In fact, as a class, they suffered less shrinkage in market 
value than either corporation or municipal bonds. This stability, no doubt, can be 
attributed to the high interest rate which most of the issues carry, and to the fact 
that the income from such bonds is not subject to the Federal tax. 

The Committee is now engaged in preliminaiy work looking toward the 
redrafting of the California Irrigation District Act, known as the "Wri^t Act," 
thanks to the generous treatment of the Board of Governors at their recent meet- 
ing at Toronto in appropriating $2,500 to assist in the above mentioned work. 

It is the intention to secure an Act that will give investors the maximum 
of security, and yet prove workable from the standpoint of the irrigationists. In 
order to accomplish this, it is necessary to co-operate with the legal departments 
of the various interested states and also with the attorneys of the irrigation 
associations. 

A great deal of work is involved, and it is hoped that the new draft will be 
ready to present to the legislatures at their spring sessions early in 102S. The 
responsible officials of several states have expressed their interest and willingness 
to co-operate in having such an Act placed on their statutes, and it is hoped that 
much will be accomplished towards strengthening irrigation securities. 

Some of the essential points to be given consideration in the proposed new 
legislation are as follows: 

(a) Providing a simple method for changing the name of a district 
from ** Irrigation" to "Water Conservation" or some other suitable term, 
eliminating the term " Irrigation." 

(6) For a redemption period after delinquent sale of one instead of 
three or more years, as heretofore. 

(c) Placing of all matters after the equalization of an assessment in 
the hands of the County Assessor, Tax CoUector and Treasurer instead of 
in the hands of district officials. (Same system in effect as obtains in 
California in the case of school districts.) 

(d) Determine, if possible, the best method of basing assessments. 
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One of the four foUowing methods will be adopted, to-wit: 

1. R^t>perty tax baaed on valuation, as at present in California; 
8. A fixed tax per irrigable acre, as in Oregon; 
S. An assessment of all benefits on each parcel of land, as in Nevada; 
4. An assessment based upon an individual water allotment to each 
parcel, as in Utah. 

Each method has its separate advantages, and it is of great importance. It is 
ai^Mient that it is unwise to have different methods of assessment obtaining in 
districts organised under the same Act, and particularly unwise to have different 
methods of assessment obtaining in the case of separate bond issues of the same 
district. 

Personally, my preference is for the California method, based upon a detailed 
observation of the working of each. However, there are various views on these 
matters which, doubtless, are worthy of consideration. 

Hie above points are considered the most essential changes to be made, but 
there are many others of minor importance that will have a bearing on the desii^ 
ability of irrigation district securities. 

It is eminently desirable, for many reasons, that the machinery for assessing, 
levying and collecting taxes, and taking delinquency proceedings, be taken out of 
the hands of district officials and placed in the hands of the regular county officials. 

Careful consideration will also be given to the change in the statute to provide 
for the levying of a tax as a sinking fund for future maturities. The statute now 
provides for the levy to take care of ensuing years' requirements of principal and 
interest only. This is a question that is not readily answered and requires very 
careful consideration. 

The plan at present is to call a conference at which shall be present invest- 
ment bankers, their attorneys, attorneys for various districts, attorneys for the 
Irrigation District's Association, district officials, county assessors, tax collec- 
tors and treasurers, which conference shall thoroughly canvass the situation with 
the result that there may be prepared an Act beneficial alike to districts, property 
owners, investment bankers and investors. 

This Committee has already accomplished much in having legislation adopted 
by states other than California to conform to the general provisions of the Cali- 
fornia law . It is the intention to continue the work along these lines. 

In conclusion, perhaps it might be well to state, for the benefit of members not 
previously interested in this type of security, that California bond dealers have so 
far, during the year 1922, purchased and marketed at retail approximately $15,150,- 
000 of California Irrigation District Bonds, and approximately $5,850,000 of 
Irrigation District Bonds originating in other states. Further, the market is con- 
stantly broadening for such bonds, and many dealers who heretofore have not 
offered such securities are now doing so. 

Several investment houses recently engaged to market $7,500,000 of 6 per cent 
bonds of one district in this State. The first issue of $2,000,000 was oversubscribed 
on the day of offering. 

Bonds already voted but unsold in the State of California, but which will soon 
come into the market, amount to approximately $85,800,000. 
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There are many unsold issues in adjoining states, with a proposed program 
including California, involving upwards of $400,000,000. ^ 

Respectfully submitted, 

J. W. Habribon, Chairman 

Mr. Stephens (Stephens & Co., San Diego): A week ago last 
Sunday it rained in this section of California, and that was the 
first rain we have had since perhaps in May. The season from May 
until October is without doubt our period of greatest production 
agriculturally. Obviously water must be provided to take care of 
that long period when there is no rain, even though it were not to 
be admitted that water stored and evenly distributed at any time 
is better than intermittent and uncertain rainfall. YHiat little 
opportunity you, who have been on this trip, have had to see 
development in California, has all been that the development you 
have seen has found its basis entirely upon irrigation. 

In order to liave irrigation, large sums of money must be had 
and the only method we have thus far had for raising those funds 
is through what we have known heretofore as Irrigation District 
Bonds. Thus far, for the development that has gone on in Cali- 
fornia and in the other western states, where irrigation is prac- 
ticed largely, the funds have had to be found locally. If the present 
program for the State of California alone, not to mention seven or 
eight contiguous states^ is to be carried forward, there will have to 
be issued and marketed roundly five hundred million dollars of 
bonds within the next very few years. Obviously again, we can't 
expect to finance this great program in California. It is the hope 
of this Committee that while you, from other parts of the country 
and better security markets and broader security markets, are 
here that you will learn enough of our irrigation plans, of our soil 
and water, and its combination, and of the laws which bring the 
two together and make the financing of them possible, that we 
may find a broader market for these securities. Every one, I 
believe, throughout the entire country is in entire agreement with 
the practice of irrigation physically, but when we talk about 
irrigation financially in the East, we do not find any interest or 
support. This is due, I believe, very largely to the name itself and 
in the practice, and to the old Carey Act, in the days when the term 
in a financial way was so greatly abused, and it is therefore the 
hope of our Committee, that we may have a greater familiarity 
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with the needs of the country in order to provide these funds by a 
broad distribution. 

There are several items on the program, which you all have 
before you, which will be discussed here, and it will be unneces- 
sary, I think, to take the time to follow them in this order, as the 
hour is now so late. But there are one or two of these points that 
are quite important, and I would like to hear from some of you 
who are interested in irrigation, on, especially, the matters of 
assessment and valuations and securities. 

The President: This is a very important subject to the western 
part of this co\intry. Mr. Harrison feels very strongly on it, has 
given a lot of iime to it, and I feel, as does he, that there is no 
doubt a great xleal that could be accomplished, and changes could 
be made in t^e laws of the various states that would make for the 
orderly and /proper conduct of these districts. Is there anyone 
here who ca^ supplement Mr. Harrison's report? 

Mr. Ferris (Ferris & Hardgrove, Spokane): Mr. Chairman, 
there is on^ thought that occurs to me, and that is that the subject 
of irrigatjlbn has been woefully neglected by the investment 
hankers, and it should be given much more thorough study and 
consideration than it has been given in the past. I merely wanted 
to make that one statement — I have no suggestions to make in 
regard to Mr. Harrison's paper, as I have not had time to read it 
over. I believe we should give a great deal of study and thought 
to it in the future. 

Mr. Stephens: Through the efforts of the Investment Bankers 
Association of America and its Irrigation Securities Committees, 
there have been uniform laws passed in five, in fact, I think six 
states — not entirely uniform, but almost entirely uniform laws in 
six of the western states concerning irrigation. California has an 
old Act that has operated reasonably satisfactorily for a great 
many years. While there is room for improvement in it, it has 
been a satisfactory law. In the other states, where they have not 
had satisfactory laws, we have been able to put in needed improve- 
ments and got them adopted in quite uniform fashion; and in this 
State, we will hope to have next January, a few improvements to 
our own Act, which will bring it up to par with the best of them, 
and which will reflect the experience that we have had in dealing 
with these securities. 
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With these unifonn acts, there will be much of irrigation 
jBnancing to be done, and it must be done outside of the states 
that are practicing it. 

Mr. Sinsheimer: I would like to ask, Mr. Stephens, if the Com- 
mittee is considering the redrafting of the irrigation law to the 
extent that it has given any consideration for or against the 
advisability of placing the irrigation districts under the super- 
vision of the State Public Utility Commission? 

Mr. Stephens: We have not, Mr. Sinsheimer. We have never 
thought of going past our present constituted irrigation or reclama- 
tion securities, and we are endeavoring to avoid the word ''irriga- 
tion," in order to please our friends in the East. This Commission, 
which we hope to call by some other name, perhaps a Water 
Conservation Commission of the State of California, is composed 
of the State Engineer (we hope he will be continued), the Attorney- 
General and the Superintendent of Banks. While I think it may 
be a splendid thing, if we might eliminate one commission in 
California, and also in some other states, and try to get along with 
our well-organized Public Utility Commission, we haven't given 
that thought. We have considered, however, a change in the name 
of our Act, and have considered and will strongly advocate that 
bonds under this Act may not be issued unless they shall have 
been approved and certified by a commission, and we assume it 
will be the same commission that now exists. Heretofore it was 
possible for bonds to be issued and sold without a certification by 
this commission, and we hope to have that made impossible, if we 
are successful in January. 

Mr. Sinsheimer: Not to argue for or against this, Mr. Chairman, 
our State Public Utility Commission, when it passes upon securi- 
ties, or permits a certificate for the issuance of securities, not only 
carries on its investigation when such Public Utility Commission 
is initiated, but continues that supervision in its jurisdiction of 
rates and the maintenance of the system. It sees to it that all 
that should be done to make and keep the securities good, is done. 

Mr. Stephens: That b a very interesting thought, Mr. Sins- 
heimer, and I think worthy of much consideration. In any event, 
we are going to look to a still further improvement in these bonds, 
and we hope in due course that they may be considered as the 
very best of securities, and that irrigation bonds, as we know them, 
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may be considered good bonds, if the land upon which they are 
issued is good land, and water is available in sufBcient quantity; 
and those things can be determined, and when they have been 
determined, there is no reason why these bonds should not be 
worthy the attention of any investor. 

The President: If there is no objection, we will receive and file 
that report. 

The next matter on the program is the Report of the Foreign 
Securities Committee. That is a report that does not require any 
discussion. It wiU be printed and distributed in due coiuse. I 
will ask the Secretary to read the report. 

REPORT OF THE FOREIGN SECURITIES 

COMMITTEE 

Your committee begs leave to submit the following report of its activities for 
the past year: 

FtBBT — The esiablukmeni of some means of certifying 1o the andhenJtiBUy of 

eertifieaUe represenHng foreign internal goeemmental, municipal or corporate 

loans hdd hy ineeetors in this country, 

A very considerable amount of foreign internal securities has been placed with 
investors in this country. A large portion of such securities represent, not issues 
made in this country with responsible banking sponsorship, but securities that 
have been brought in by a great number of individual houses, and which have no 
official market here. Your Committee has recognized the danger that some of the 
certificates representing such issues might be fraudulent and has given a consider- 
able amount of thought to the question of providing some means for establishing 
the authenticity of all foreign internal issues held by investors in this country or 
offered for sale in this country. There are, however, a great many difficulties in the 
way of the practical operation of any plan providing for the accomplishment of 
this purpose and your Committee has thus far arrived at no satisfactory solution. 

The suggestions of members of the Association on this subject are cordially 
invited. 

Second — Cloeer co-operation with the United States Oovemmeni in the flotation of 

foreign governmental issues in this country. 

Your Committee in the early part of this year was requested, through the 
President of the Association, Bir. Beebe, by Blr. Herbert Hoover, Secretary of 
Commerce, to bring about closer co-operation between members of the Association 
and the Administration in the flotation of foreign governmental issues. Your 
Conmiittee, in consultation with Mr. Beebe, expressed its willingness to use its best 
efforts in bringing about any measure of co-operation that the Administration 



Russian Government 6}4% three year credit, due June 18, 1919. 
The Fh>tective Committee formed to look after the interests of American 
holders of these securities has continued to accept deposits thereof, although the 
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With these unifoim acts» there will be much of irrigation 
financing to be done, and it must be done outside of the states 
that are practicing it. 

Mr. Sinaheimer: I would like to ask, Mr. Stephens, if the Com- 
mittee is considering the redraftmg of the irrigation law to the 
extent that it has given any consideration for or against the 
advisability of placing the irrigation districts under the super- 
vision of the State Public Utility Commission? 

Mr. Stephens: We have not, Mr. Sinsheimer. We have never 
thought of going past our present constituted irrigation or reclama- 
tion securities, and we are endeavoring to avoid the word ''irriga- 
tion,'' in order to please our friends in the East. This Commission, 
which we hope to call by some other name, perhaps a Water 
Conservation Commission of the State of California, is composed 
of the State Engineer (we hope he will be continued), the Attorney- 
General and the Superintendent of Banks. VHiile I think it may 
be a splendid thing, if we might eliminate one commission in 
California, and also in some other states, and try to get along with 
our weU-organized Public Utility Commission, we haven't given 
that thought. We have considered, however, a change in the name 
of our Act, and have considered and will strongly advocate that 
bonds under this Act may not be issued unless they shall have 
been approved and certified by a commission, and we assume it 
will be the same commission that now exists. Heretofore it was 
possible for bonds to be issued and sold without a certification by 
this conmiission, and we hope to have that made impossible, if we 
are successful in January. 

Mr. Sinsheimer: Not to argue for or against this, Mr. Chairman, 
our State Public Utility Commission, when it passes upon securi- 
ties, or permits a certificate for the issuance of securities, not only 
carries on its investigation when such Public Utility Commission 
is initiated, but continues that supervision in its jurisdiction of 
rates and the maintenance of the system. It sees to it that all 
that should be done to make and keep the securities good, is done. 

Mr. Stephens: That is a very interesting thought, Mr. Sins- 
heimer, and I think worthy of much consideration. In any event, 
we are going to look to a stiU further improvement in these bonds, 
and we hope in due course that they may be considered as the 
very best of securities, and that irrigation bonds, as we know them, 



INVESTMENT BANKERS ASSOCIATION OF AMERICA 173 

may be considered good bonds, if the land upon which they are 
issued is good land, and water is available in sufficient quantity; 
and those things can be determined, and when they have been 
determined, there is no reason why these bonds should not be 
worthy the attention of any investor. 

The President: If there is no objection, we will receive and file 
that report. 

The next matter on the program is the Report of the Foreign 
Securities Committee. That is a report that does not require any 
discussion. It will be printed and distributed in due course. I 
will ask the Secretary to read the report. 

REPORT OF THE FOREIGN SECURITIES 

COMMITTEE 

Your committee begs leave to submit the following report of its activities for 
the past year: 

FmsT — The etUMUhmeni of some means of oertififing to the autheHUeiiy of 

etftifieaUe tepresenting foreign tniemal governmental^ municipal or eorporate 

hone hdd bif inveetore in this country, 

A veiy considerable amount of foreign internal securities has been placed with 
investors in this country. A large portion of such securities re p res en t, not issues 
made in this country with responsible hanking sponsorship, but securities that 
have been brought in by a great number of individual houses, and which have no 
official market here. Your Committee has recognised the danger that some of the 
certificates rqwesenting such issues might be fraudulent and has given a consider- 
able amount of thought to the question of providing some means for establishing 
the authenticity of all foreign internal issues held by investors in this countiy or 
offered for sale in this country. There are, however, a great many difficulties in the 
way of the practical operation of any plan providing for the accomplishment of 
this purpose and your Committee has thus far arrived at no satisfactory solution. 

The suggestions of members of the Association on this subject are cordially 
invited. 

Sboobtd — C^oMT oo-operoHon with the United States Oovemment in the flotation of 

foreign governmental issues in this country. 

Your Committee in the early part of this year was requested, through the 
President of the Association, Mr. Beebe, by Bir. Herbert Hoover, Secretary of 
Commerce, to bring about closer co-operation between members of the Association 
and the Administration in the flotation of foreign governmental issues. Your 
Committee, in consultation with Mr. Beebe, expressed its willingness to use its best 
efforts in bringing about any measure of co-operation that the Administration 



Russian Oovemment 6}^% three year credit, due June 18, 1919, 
The Protective Committee formed to look after the interests of American 
holders of these securities has continued to accept deposits thereof, although the 
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time for deposit offidaUy expired June 1» 1022. Hie secfeUiy of the Committee 
haTiiig inf onned in that thfcy were still reoeiying depodts and that they were 
desiroos of securing as many certificates as possible, your Committee issued, in the 
b^[inning of July, a special bulletin drawing attention to the wotk of the Pro- 
tective Committee and suggesting that members of the Association who had not 
yet deposited their bonds do so promptly. 

While it is hi(^y probable that no immediate action will be taken in regard to 
this situation, it is again urged that members who have not deposited their bonds 
do so promptly, as it is very likely that our Government, when and as it formaDy 
recognises the Government in Russia, will insist that some provision be made for 
American losses in that country. It is, therefore, highly desirable that our State 
Department at all times be kept fully informed of the amounts of these securities 
in the hands of our investors. 

On the Ph>tective Committee for this credit are the following members of the 
Foreign Securities Committee: Mr. Charies S. Sargent, Jr., Mr. Charles H. Sabin 
and Mr. Albert H. Wiggin, Mr. Wiggin acting as official representative of the 
Foreign Securities Committee of the Investment Bankers Association of America. 

FifTH — Mexico. 

The International Committee of Bankers on Mexican Debt held a number €^ 
conferences with the representatives of the Mexican Government in New York in 
the early part of this year. The following members of your Committee are members 
of the International Committee: 

Thonuui W. Lamont, Charles H. Sabin, Mortimer L. Schiff, Albert H. Wiggin. 
Charles E. Mitchell. 

Mr. Wiggin officiaUy represents your Committee on this body. As was 
officially announced at the time an agreement was ultimately concluded between 
the International Committee and the representatives of the Mexican Government 
and this agreement has recently been ratified by President Obregon of Mexico. 
It is expected that the agreement will be submitted to the Mexican Congress for 
ratification in September. 

Your Committee will take pleasure in keeping members of the Association 
advised of such progress as is made and will at the proper time submit such recom- 
mendations as it may consider advisable. 

It is the belief of your Committee that in the present unsettled international 
situation the Foreign Securities Committee of this Association should find an in- 
creased field for useful activity over the period of the next few years in conserving 
the interests of American investors. The co-operation of the members of the 
Association is therefore earnestly requested to the end that the Committee's hands 
may be strengthened and its prestige increased. 

Respectfully submitted, 

Albebt H. Wigoin, CAotrsMui 

The President: Does anyone wish to discuss this report? There 
seems to be no discussion. 

Mr. Fenhagen: I move we adjourn. 

(Motion was seconded and carried, and the meeting adjourned.) 
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WEDNESDAY SESSION 

OCTOBER 11, 1922 

The President: The Report of the Government Bond Committee 
by Mr. Edwards, I understand, is to be read by Mr. Schray. 

REPORT OF THE GOVERNMENT BOND 

COMMITTEE 

The Govenunent Bond Committee has had no pressing problems confronting 
it during the past year. We have kept in dose touch with the Treasury Department 
and it is a pleasure to state that co-operation with this Department has been 
exceedingly cordial. We have at all times endeavored to foster this relationship in 
order that there may be a harmony of policy between ourselves and this great 
branch of the Government. 

The Treasury Department's program with respect to the refunding of the 
Victory Notes, which was inaugurated about one and a half years ago, is being suc- 
cessfully developed. On December 81, 1921, there were $8,548,161,900 U. S. Vic- 
tory Sii% and 4^% Notes outstanding, sinci^ which time the Government 
retired $454,660,400 Victory 3%% Notes on June 15th. In addition, they retired 
and called for payment on December 15, 1922, a large proportion of Victory 4^% 
Notes, which will leave only $981,946,450 U. S. Victory 4^% Notes unpaid, to be 
refunded between that time and May 20, 1928, when they become due. This 
process of refunding has been accomplished by the issuance of U. S. Government 
three and four year Treasury Notes. 

In the early part of 1922, there were intimations that a large amount of 
Liberty Bonds had been duplicated in the United States Printing Department. 
The Government Bond Committee inunediately investigated this matter and the 
result was that the U. S. Treasury Department authorised the statement that, 
"This was wholly without foundation. There has been no evidence of fraudulent 
duplication of securities in the Bureau of Engraving and Printing or elsewhere in the 
Treasury Department, and while there has been occasional duplication of serial 
numbers of bonds, notes and certificates, these appear to have been due entirely to 
errors in the course of mechanical operations.*' 

There is one situation to which we respectfully call your particular attention, 
and that is the frequency with which members of the I. B. A. of A., as well as 
others, have advertised, sent out circulars, and instituted regular campaigns, the 
object of which was the exchange of Liberty Bonds and Victory Notes in the hands 
of investors for other securities. Campaigns of this character are open to serious 
objection, and advice of this kind broadcasted without regard to where it will faU, 
has a tendency to dislodge Liberty Bonds in the hands of small investors and undo 
the work of the Liberty Loan campaigns in distributing Liberty Bonds among 
investors throughout the country. We think the time is not ripe to let down the 
ban to our members to broadcast this class of recommendation. While it is true 
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tbat the great patriotic neoeerity of holding Liberty Bonds has now paned and we 
might, under certain drcumstances, feel justified, in individual cases, in recom- 
mending the sale of Liberty Bonds and the purchase of longer-tenn, higher-yiehL 
or non-taiable securities, as the case may be, stiU there appear to be many reasons 
why campaigns of this character should not be permitted as it opens wide the gate 
for the dealer in fraudulent securities to prey upon the small investor. 

During the year your Committee has been in constant touch with the Treasury 
Department with respect to its attitude, or any changes thereof, conce rnin g this 
subject, and we feel it necessary to advise you that the Treasury Department has 
consistently taken the position that any concerted campaigns which have for their 
object such a purpose, are not to the best interests of the owners of Government 
securities or the Treasury Department. Until and unless their position b modified, 
the Treasury hopes that members of the Investment Bankers Association of 
America and others will not conduct such campaigns and will do everything in 
their power to discourage others from doing so. 

Believing that the attitude of the TVeasury Department in this respect is the 
correct position that should be taken, your Committee offers for consideration the 
following resolution: 

**Re»oUed: That because of objections on the part of the United 
States TVeasury Department, and because any other course of action by 
members of the Investment Bankers Association of America may be 
dted by unscrupulous dealers as precedent for their own actions, all mem- 
bers of the Association are hereby requested to refrain from any cam- 
paigns conducted either by public appeal, circulars, advertisements or 
the concerted action on the part of salesmen, which have for their pur- 
pose the inducing of owners of United States Government securities 
to exchange same for other forms of investment, and 

"Be ii further Resohed: That all members of this Association 
are urged to use aU possible influence in causing others to refrain from 
using similar campaigns, and that a copy of this Resolution be for- 
warded by the Chairman of the Government Bond Committee to the 
Secretary of the Treasury, Members of the Federal Reserve Board at 
Washington, Governors of each of the Federal Reserve Banks and the 
Chairman of each of the local Groups of the Investment Bankers Asso- 
ciation of America." 

It is to be hoped that the above Resolution will be approved by this Con- 
vention, and that such campaigns will be discontinued until such time as there may 
be no objection to such procedure. 

This comment and recommendation of your Committee are intended not as a 
criticism of the action of any members of the Association, but to point out to them 
the necessity of their removing any possibility of their action being used as a pre- 
cedent by unscrupulous houses whose recommendations of exchange would not be 
prompted by the best interests of the investor. 

On the other hand, your Committee realises, and so freely states, that there is 
not, and cannot be, any objection on the part of the Treasury Department or this 
Association to the giving of sound advice to any holders of Government securities 
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who may be oontemplsting tbe exchange of same for other forms of investment. 
There is a difference between this ai|d a gystematic effort through extensive adver- 
tising campaigns, or otherwise* to dislodge Liberty Bonds from the hands of 
investors* and the Treasiny Department advises that it is glad to have the active 
co-operation of the Investment Bankers Association of America in discouraging 
such campaigns. 

GOVEBNMKNT BoNDB OUTBTANDINO 

The U. S. Government, through the operation of the accumulative sinking 
fund, has retired during the fiscal year, ending June 80, 1922, $275,896,000 Liberty 
Bonds and Victory Notes. 

The statement of the public debt as of August 81, 1922, based on the Treasury 
statement, is as follows: 

Bondb: 

Consols of 1980 $599,724,050.00 

Loan of 1925 118,489,900.00 

Panama's of 1916-1986 48,954,180.00 

Panama's of 1918-1988 25,947,400. 00 

Panama's of 1961 50,000,000.00 

Conversion Bonds 28,894,500.00 

Postal Savings Bonds 11,851.000.00 

$888,861,080.00 

First Liberty Loan $1,951,841,850.00 

Second Liberty Loan 8.810,465,250.00 

Third Liberty Loan 3,478,777,400.00 

Fourth Liberty Loan 6,845,208,550.00 

$15,081,292,550.00 

Total Bonds $15,965,158,580.00 

Notbb: 

Victory Liberty Loan — 4Ji%: — 
Called for redemption December 15, 

1922 $906,650,950.00 

Maturing May 20. 1928 981,946,450.00 

$1,888,597,400.00 
Trkasttbt Notes: 

Series A— 1924 $311,191,600.00 

Series B— 1924 390,706,100.00 

Series A— 1925 601,599,500.00 

Series B— 1925 335,081.800.00 

Series A— 1926 617,769,700.00 

Series B— 1926 486,442,250.00 

$2,742,790,950.00 

T^XABUBT CSBTIFICATES: 

Tax $1.345.145,000. 00 

Loan 148,400,000 . 00 

Fittman Act 58,000,000.00 

$1,551,545,000.00 
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Wab SATmoB Sbcdbxtub (net c«th 
reoeipte) |61d,648»97S.tt 

TaxASfmi SAvmos Sfuitr r n a (net le- 
demption value of oertificatee out- 
standing) 8S,4gS,<»1.1W 

$697,186,604. to 

Total interest-bearing debt tK,76MSS.584.iO 

Debt on which interest has ceased 16,903,800 . 06 

debt 080,538,510.87 

Total gross debt $03,040,755; 

Respectfully submitted, 

J. R. Edwabds, 



Mr. Edwards: Mr. President and Gentlemen : Thore is nothing 
controversial in the Report of the Grovemment Bond Committee 
and I will not burden you by going through this because I under- 
stand that the report will be passed out later on. However, 
there is one subject that we would like to bring before the Con- 
vention and offer a resolution, and in order to g^ this started 
I am going to ask Mr. Schray to read this portion of the report. 

(The following resolution contained in the Report of the Gov- 
ernment Bond Committee is offered.) 

"Retoived: That because of objections <m the part of the United 
States Treasury Department, and because any other course of action 
by members of the Investment Bankers Association of America may 
be cited by unscrupulous dealers as precedent for their own actions, all 
members of the Association are hereby requested to refrain from any 
campaigns conducted either by public appeal, circulars, advertisnnents, 
or the concerted action on the part of salesmen, which have for their 
purpose the inducing of owners of United States Government securi- 
ties to exchange same for other forms of investment, and 

"Be it further Resolved: That all members of this Association 
are urged to use all possible influence in causing others to refrain from 
using simikur campaigns, and that a copy of this Resolution be forwarded 
by the Chairman of the Government Bond Committee to the Secretary 
of the Treasury, Members of the Federal Reserve Board at Washington, 
Governors of each of the Federal Reserve Banks and the Chairman of 
each of the local Groups of the Investment Bankers Association of 
Arnica. 

Mr. Edtoards: Gentlemen, we offer this resolution. 
The President: You have heard the resolution. Is there a 
second? 
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Mr, Fenhagen: I second that motion. 

The President: It has been moved and seconded. Is there any 
discussion on this important point? I might say for the informa- 
tion of the members that the Treasury Department and the 
Federal Reserve Banks feel very strongly on this matter on ac- 
count of its possible influence on the trading out of Liberty Bonds 
for securities which the people would be better off without. If 
there is no discussion we will take a vote. All those in favor say 
"aye" (ayes); contrary "no." 

It is so ordered. Unless there is some objection the report 
will be received and filed in the usual way. 

The next report is that of the Industrial Securities Committee. 
Mr. Hansell, as Chairman of that conmuttee, has been out of the 
country for some time, and it was impossible for him to prepare 
and get the report before the Board, prior to its meeting. So we 
will have to dispense with the report of that committee. 

The next report that we shall take up is that of the Business 
Practice Committee, of which Mr. William G. Baker, of Baltimore, 
is Chairman. 



REPORT OF THE BUSINESS PRACTICE 

COMMITTEE 



In submitting a brief report of the activities of the Business Practice Com- 
mittee for the past year, we desire to call the attention of the Association to the 
enlarged work of this Committee. The theory on which it was originally orguiised 
was that it should function as a quasi court to settle differences arising in the 
ordinaiy course of business between members. At that time its personnel was un- 
known and its decisions passed on to the disputants through the Secretary's QiBoe. 
With the growth of the Association and increased importance of its actiyities^ it 
was decided by the Board to change the character of the Committee to conform to 
that of other standing committees, the personnel of which was known to the 
membership. So that, during the past year, there has been some change in the 
Committee's work. The records of the Association* therefore, will show that this 
is the first public report of the Business Fhustice Committee. 

In presenting this report it is neither possible nor appropriate to deal with the 
individual cases which have been brought before the Committee for suggestion or 
settlement. In most instances these have been disagreements between members 
arising out of contract. The Conmiittee, or its Chairman, has as fairly as possible 
offered what seemed a fair settlement of the differences and passed such conclusions 
on to the Secretary's Office. In other cases, perhaps more numerous than the 
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class just referred to, the Committee's attention has been called to acts on the part 
of members which seemed to the complainant not in aocoid with the best ideds of 
our Association. These instances have usually been advertising copy which did 
not seem to state fairly the character of the security offered, the question of liability 
for bonds bought in the market after having been purchased for so-called "guar- 
anteed investment," and various other disputes of a more or less similar diaracter. 

These incidents themselves have passed. Important as they may have been to 
the parties involved, they were unknown and in themselves uninteresting to the 
general membership. Out of them, however, has been borne home to the Business 
Ptvctioe Committee certain conclusions which will form the basis of this report, 
because dealings among members will continue and it is important that the ex- 
periences of the past should be used to guide and improve intermembership rela- 
tions in the future. 

Your Committee believes that the Board of Governors was wise in deciding 
on an enlarged and more important work for the Business Phu;tioe Committee. 
This conclusion has been emphasized by the discussions at Board meetings and the 
assemblies of the various Groups. It is repeatedly stated that if the Association 
is to openly and nationally voice the idea that membership in the Investment 
Bankers Association of America means all we think it does, then it becomes even 
more mandatory that the ideals for which the Association stands should be realized 
in the daily dealings and practices of our membership. In other words, the member- 
ship sign should stand more and more for absolute frank and fair treatment, not 
only of the public, but of our own fellow members. We do not hesitate to say, and 
it is perhaps proper that we should say, that there is no class of business men in the 
world, taken as a whole, where there is less to be complained of in business relations 
than the members of this Association, and certainly your Committee on Business 
Phurtice in suggesting enlarged activities to its successors has no desire to even 
impose its own views as to what is or is not ethically correct. Rather it is that we 
should seek to remind and bring home to the membership the things on which the 
Association as a whole has already spoken. 

With the organization of the Groups, the machinery for carrying out such 
policy is well provided and it is desirable that this and succeeding committees keq> 
in contact with the Business Practice Committees of the individual Groups with the 
hope that the committee of the national Association will help them in their Group 
problems. 

There are several questions of very great importance, as it seems to us, for 
consideration and possible action by the Association. For after all is said, it b only 
by the enlistment, both personal and Group, of the entire membership that the evils 
which we all see can be cured, or at least minimized. The topics are not new. 
They have been referred to in the reports of the Committee on Syndicate Agree- 
ments and many times on the convention floors. We repeat them here with the 
view of reminding you that they are just as live now and even more so than when 
first proposed, and with the hope that each individual member will cany bade to 
his Group a renewed interest in the questions, the solution of which means increased 
efficiency and increased success of the individual members of the Association. 

Fibst: The question of "selling for guaranteed investment." There is still 
no uniform practice on this character of dealing. Some members will neither sell 
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nor buy on thb basis; others will buy, but will not sell, and stiU others will do either. 
The Association has spoken quite emphatically, and we venture to repeat that 
part of the Report of the Committee on Syndicate Agreements as follows: "It 
q>ecifically condemns the practice of purchasing or selling syndicate bonds under 
the authoriied offering price with the proviso that such sales are on a basis of 
"investment guaranteed.*' 

Your Committee believes that the logic of this section of the report is just 
as sound now as when it was adopted, but we well know that in nmny cases it is a 
dead letter. Your Committee is of the opinion that we should endeavor to promote 
a more uniform practice, by either a clear statement on the part of syndicate 
managers that such sales will be regarded as a violation of the syndicate agree- 
ment* or if they desire to permit the syndicate participants to deal among them- 
selves, by allowing to such participants the full selling commission, such per- 
mission should be stated in the syndicate agreement. 

Ssoond: The question of Interim Receipts. Resolutions on this problem have 
been passed by the New York Group, the Western Pennsylvania Group, the 
Southeastern Group, the California Group, and possibly several others. The 
practice obviously divides itself into two distinct phases, — one of which has been 
employed for many years by the trust companies and the larger issuing houses of 
national and international standing. If the practice stopped there, possibly no 
serious question would be raised. Unfortunately, a second phase in the problem 
has arisen from the practice of some of the smaller dealers of issuing their own 
interims pending the delivery of bonds. This practice per w should be no more 
subject to criticism than the first, but it has been brought to the attention of the 
Committee that in some cases this has extended to a point where it really results 
in a method of obtaining capital for the firm's operations. It is obvious that this 
may become a question which might seriously affect the standing of investment 
bankers, should any of these receipts so issued default. Your Committee regrets 
that it has no solution of the problem to offer at this time, for the reason that no 
distinction can be made by the Association between a receipt of one member as 
against another, if both are acceptable to their respective clients, — but this we can 
insist upon — ^that every receipt should show definitely upon its face just what it is — 
whether a receipt for money, an obligation to deliver bonds or whatever form of 
contract it really is. Certainly the buyer should have this information, having 
which he can decide for himself whether he wants to accept it. 

Third: One of the practices in investment dealers' activities which is at 
present far from uniform is the one of "concessions to dealers." What constitutes 
a dealer under the meaning of the syndicate agreement? Who should be considered 
as a recognised dealer? Practice of the various originating houses is widely different 
and their interpretation of what constitutes a dealer varies greatly. The Com- 
mittee has found numerous cases where commissions have been allowed to banks 
simply on their statement that they have a bond department, when in point of fact 
they are not dealers in any sense which the Association should recognize. This 
your Committee believes to be a very bad business practice. It eliminates other 
members of the syndicate from the possibility of doing business with that particular 
bank. It is unfair to ask a quasi partner in the account to undertake to sell bonds 
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under oonditioiis which may make the qrndicate member offer to a bank which is 
in the buaineas on the same terms as the member. 

Your Conmiittee calls the attention of the issuing houses to this situation with 
the hope that qrndicate participations and dealers' commissions will be confined 
strictly to legitimate dealers. No hard and fast rule can be laid down, but the con- 
science of the issuing house in many cases will be a safe guide 

We hesitate even to mention the Fotjbth item which has had the Gnnmittee's 
attention. It is so old, so much discussed, so often condemned, and yet still fre- 
quently abused . ShaO we call it **the form of the ideal advertising?" We are sure 
no other committee will feel we are extending our activities into its jurisdiction, 
when we ask you to remember that "eternal vigilance is the price of success;'* and in 
your own Group, by suggestion, by friendly hint yoursdf, or, if necessary, by a word 
to your own Group Committee, call attention to any advertisement which is not a 
fair statement of the case. This means the sins of omission, as well as those of 
commission. It is almost unbelievable^ the effect of such educational processes. 
Unconsciously, we all become more careful if we know an eye friendly, or perhaps 
on occasion unfriendly, will scan our advertising copy and report to somebody if we 
have omitted a salient fact. 

In conclusion, your Conmuttee is glad to report that many practices frequently 
complained of have shown great diminution, — such as offering securities prior to 
the agreed time, price cutting in its various forms, etc. We are not unmindful that 
a considerable portion of such decrease is due to the marked improvement in the 
security market, and the consequent ease with which sales are made. But this does 
not state the whole case. The Association may well believe and even congratulate 
itself upon the fact that this talk of ideals is bearing fruit. The 



by the Report of the Committee on Syndicate Agreements in awakening the business 
conscience has had a goodly share, and last, but not least, the enforcement of 
agreement by syndicate managers. 

When business again reverts, as it doubtless will (though let us hope the 
time is far distant), to dull stagnation, when sales are few and commitments many, 
some of the old violations will increase. But may we not hope by that time our 
processes of co-ordinated educational woric by Groups and the national Association 
and by the exercise of a proper control over offending members wiU have reduced 
them to a minimum? 

To this end your Committee pledges its best endeavors and bespeaks from you 
an active assistance in keeping the best ideals alvi'ays before the membership. 

Respectfully submitted. 

WiLUAM G. Baksb, Jr., Chairman 

The President: Gentlemen, I think there is no question but 
that we all agree with everything that has been stated in the 
report just read. On the other hand, if there be any of our mem- 
bers who care to comment upon any portions of the rq>ort, or 
other phases of the work of the Association coming under the 
head of the Business Practice Committee, I would be very glad to 
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have them give us the benefit of their ideas and opinions. If 
there is no objection, the report will be received and filed. 

We have had before us, through the Public Service Securities 
Committee of the Ajssociation, a very careful study of the so- 
called California Water and Power Act, which is to be voted on 
in the form of an amendment to the Constitution of this State in 
November. This matter is of such far-reaching importance in its 
possible effect upon the actions of other States, and its influence 
on various bodies, and, indirectly, on securities which we have 
handled in the past, or are likely to handle in the future, that we 
should have all the light on the matter that we can get. It was, 
therefore, thought well to seek an eiqx)sition of this matter by 
someone who has had occasion to study it in its various phases, 
and, as indicated on the program, Mr. Creed, President of the 
Pacific Gas & Electric Company, has agreed to come here at our 
invitation and address us in this matter. His interest as head of 
the biggest — I believe I am correct in saying the biggest and 
largest power company in California — ^his knowledge of the legal 
phases of this matter as a lawyer, and his intimate knowledge of 
its effect on securities, in view of his experience in the marketing 
of large amounts of bonds in various ways in the past — ^both stocks 
and bonds — ^would seem to qualify him, as very few men would be 
qualified, to speak on this subject to what we might term as an 
audience of experts. I am, therefore, going to ask Mr. Creed if he 
will not step forward and give us his view and such information 
as he can on this very important subject. [Applause.] 
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""'^ PROPOSED CALIFORNIA WATER AND 

POWER ACT 

W. E. Cbbbd 

Pkdie Gm A EfaeMs 0».. 8hi 



Mr. Presideiit and Gentlraieii of tlie Convention: It is a 
very great pleasure to all of us Calif (»nians to have yoa» Gentle- 
men, here in our State, and it has been a particular pleasure to me 
to note, in your reports, the emphasis that has been placed 
upon your obligation to participate and he^ in the educational 
work needed in this country on matters involving economic and 
financial policies. There never has been a time in the history of 
this country when the education of the people on the simple 
economic factors controlling the operation of business was more 
necessary, because our great economic issues in this country are, 
today, being determined by the people themselves and not by 
selected representatives. So it b particularly gratifying to me to 
know that you have stressed the obligation of intelligent men to 
help in the educational work. 

To illustrate how important it is in this State, let me tell you 
that, at the November election, there will be thirty measures 
submitted to the vote of the people of this State; those measures 
all involve either great social or great economic issues, and, in 
addition to the thirty issues which will be submitted upon the 
State ballot, there will be in the large cities, such as San Francisco, 
a great many other issues of purely municipal concern. 

So that the citizen in California who reaUy discharges his 
obligation as a citizen has a vast amount of study and a vast 
amount of work to do in order that he may merely know clearly 
what the issue presented to him for decision is. 

Amongst these issues in California is this so-caUed California 
Water and Power Act, a proposal to launch the State of California 
into the business of generating and distributing hydro-electric 
power. This proposal is in no sense a mere legislative Act; it is a 
constitutional amendment. The measure is drawn with all the 
detail of a statute, and is self-executing; because it is a con- 
stitutional amendment, if adopted, no matter how unsatisfactory, 
no matter how unwise, no matter how undesirable any single pro- 
vision in that measure may prove to be, it can never be amended. 
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altered or modified in any way, except at a general election by vote 
of the people of this State. Experience tells you, and it tells me, 
that amendment after amendment will be necessary to that 
statute or to any statute proposing so gigantic a launching of 
government into business as is proposed by this statute. 

It may occur to you to ask why the statute was proposed. It 
was not proposed because of any public demand. There was no 
public clamor for it. It has come about, because a little group of 
men, some poUticians, and others, men determined to try a great 
economic and social experiment, took advantage of our initiative 
in this State, put up the money to secure the signatures, at 12 
cents per signature, and threw it before the people for their decision. 

The California Bankers Association, the California Develop- 
ment Association, the California Real Estate Association, Cham- 
ber of Commerce after Chamber of Commerce, the Civic League 
of Improvement Clubs and one business, one social and one eco- 
nomic association have condemned this proposal in unmeasured 
terms, and it would take page after page to list the organizations 
and associations of intelligent people in this State who have thus 
forcefully and irrevocably recorded themselves. On the other 
hand, the advocacy of the Act comes from such organizations as 
the Non-Partisan League of California, which is a branch of the 
Non-Partisan League of North Dakota which brought ruin and 
disaster on that State. The identification of the proposal is clear 
and unmistakable as a proposal of that sort of thinking which sovi- 
etized Russiaand brought disaster upon the State of North Dakota. 

What does the proposed Act do? There are three outstanding 
things in the Act. First, it creates a bonded debt of $500,000,000, 
secured by the full faith and credit of the State of California. 
In other words, every dollar of taxable property in the State, now 
existing or hereafter created, is pledged as security for the pay- 
ment of the principal and interest of these bonds. For what 
purpose? Are there definite disclosed and specific projects? No. 
That great bonded debt is proposed for an idea. It is not proposed 
for one definite, single, known project — merely for the idea that 
the State of California shall enter into the hydro-electric power 
business. 

The second thing done by this proposed measure is to create a 
board of five men, to be appointed by the Governor, and to turn 
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over to a quorum of three out of five the unlimitjed and unre- 
stricted ri^t to expend all this mon^, at any time th^ please, 
^ere th^ please, in or out of the State ci Calif (Nrnia, and for such 
projects as they, in their discretion, may detomine. The actions 
of this Board are unlimit^xl in any way, except by their dis- 
cretion. They are not subject to review or control of any executive, 
legislative, or judicial department of the State government; but a 
political board is turned loose with $500,000,CM)0 of State money 
to do whatever it pleases, whenever it pleases, and however it 
pleases. 

The third outstanding point in this proposed measure is the 
fact that it is an unlimited deficiency bill. Now, think of that 
for a minute — ^the insertion in a constitution of a great State of an 
imlimitAii deficiency bill! It is expressly provided in this measure 
that, if at any time the funds from the business are insufficient 
to pay principal or interest on the bonds outstanding, an 
appropriation is thereby made, and mind you, a present, con- 
tinuing annual appropriation by constitutional provision, to meet 
the needs of the Water and Power Board to pay principal and 
interest. On top of that appropriation is a direct mandate, laid 
upon the fiscal officers of the State of California, to reimburse the 
State Treasury for these appropriations by levying new and 
additional taxes. In other words, there is not only a continuing 
and annual appropriation for deficits, but a continuing, automatic 
levy of taxes to meet the deficits. 

In other words, it is sought by this Act to place the Water and 
Power Board in a position in which is said to them, ^'Here is 
$500,000,000. Gro ahead and do the best you can. If you fail, if 
you incur deficits, if you make losses, if you make blunders, you 
have no explanations to make — the money is all ready for you to 
pay for your mistakes and blunders by a constitutional provision. 
You will have no one's permission to seek; you will have to talk to 
no one. The money is provided." That, Gentlemen, is the most 
astounding thing ever proposed in any American legislation. An 
unlimited deficiency bill in a constitution of a great State. 

Not only are these outstanding things present, but there are 
the most unsound policies provided for in this Act. If you have not 
read it, it will astound you, I believe, to know that there is ex- 
pressed provision given in this Act to sell bonds to pay nuiintenance 
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and operating expenses. Now, think of that, for the great State 
of California to put into its constitution an express grant of 
authority to a political board to sell bonds to pay maintenance 
and operating expenses! If I were to say that men wanted a 
means to cover up losses and to confuse and deceive the people, I 
would say that they would put such a provision in as that pro- 
vision. 

Again, there is this provision that bonds may be sold and the 
bond proceeds taken to pay interest on old bonds outstanding. 
No more absurd illustration of debt pjrramiding can be found in 
any American legislation than that. Why, it is worse, a hundred 
times worse than the policy which has been pursued in road 
building in many states, of issuing bonds which have not matured 
when the roads wear out, and we are confronted with those two 
unsound financial policies. 

The Board has power to fix rates. The Board has supreme 
rate-fixing authority, coupled with the right to change rates at 
will. In other words, the people of this State are asked to sur- 
render the control of the price of power service to a political board 
beyond the control of any department of the State government or 
the courts, because by constitutional amendment this board is 
given authority without limit to fix rates and change rates at will. 

Not only has that enormous power been given to this Board, . 
but it is even authorized to go into any business, in addition to 
the power business, which may have a remote bearing even upon 
the power business. It is expressly granted power to acquire, 
produce or manufacture any of the materials or supplies used in 
the hydro-electric business, even to the extent of getting materiak, 
raw or finished, used in the hydro-electric business, and if that 
means anything, it means that the Water and Power Board, backed 
by five hundred million dollars, might go into the cement business, 
they might go into the copper-mining business, they might go into 
any one of the thousands of businesses which contribute supplies 
and materials to the hydro-electric industry. 

Now, one would think, and one would naturally expect, that, 
when a proposal of this sort were made to the people of the State, 
there would be in the proposal some policy, some definite policy, 
as to what this autocratic Board was to do. The Act is absolutely 
silent on the question of policy. No one knows what the policy of 
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tliat Board will be. Not only that, but no one knows who will 
constitute the Board. The pe<^le of this State have been asked to 
vote five hundred million dollars for the idea of government in a 
particular business. 

Analysis shows that there are four possible policies which that 
Board mi^t adopt. First, the Board mi^t conclude that, as the 
mon^ they obtained was State money, they ought to render 
a power service to the entire State of California, and that they 
should, therefore, acquire all the existing utilities and such 
publicly owned utilities as were willing, and endeavor to render 
a power service to the entire State. If that policy b adopted, the 
five hundred million dollars is whoUy inadequate, and the policy 
is impossible without a bond issue many times greater than five 
hundred million dollars, because the five hundred million dollars 
is not enough to buy out the existing companies in this State. The 
needs for power in this State in the next ten years will require in 
excess of five hundred million dollars, so that that first possible 
policy must be cast aside, unless the people of this State are 
willing to vote many more bonds than are provided for in this five 
hundred million dollar bond issue. 

The second possible policy would be for this Board to develop 
power supplies and compete with the existing utilities. If that 
policy is adopted, it means a great economic loss which the 
people of this State must sustain. It means a reversal of the 
public policy of this State which has been r^ulated monopoly. 

So far as the State is concerned, that policy could not possibly 
succeed, because the best and cheapest and most available power 
sites of the State are already developed, dedicated to the public 
use and in the service of the public. The outcome of that policy 
would be not only an economic loss through duplication of facilities 
but an actual failure of the State to make its projects pay. 

A third policy which might be adopted would be the policy 
of rendering a power service to those undeveloped sections of 
the State not now served. The fact of the matter is that the 
power industry in California is serving the undeveloped territory 
as rapidly as economic conditions warrant, and if the State were 
to go into undeveloped territory today and confined itself to 
undeveloped territory the business would not pay, and a great 
burden would be thrown upon the tax payers of the State. 
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The fourth and final policy might be for the State to acquire 
some of the existing power companies and render a State power 
service to a portion of the State. Such a policy as that would 
be wholly inequitable and wholly unsound. It would mean that 
certain sections of the State would receive a power service without 
passing their share of the taxes and that other sections of the 
State would receive their power service and pay the taxes which 
they are now paying, and which the other portion of the State had 
avoided, because the State revenues are acquired in this State by 
a gross revenue tax on the public utilities. You can readily see 
the injustice and the inequity of giving a portion of the State a 
power service by State projects free of taxes and throwing upon 
the remainder of the State the burden and obUgations of making 
up through power rates the taxes lost through business done by 
the State in other sections of the State. 

No one can predict, no one can possibly know what the polipy 
of that Board will be, but the people are asked to vote blindly 
and unknowingly upon four possible policies, and none of them — 
none of those policies can be successfully carried out under this 
Act as drawn. Now, what will be the effect upon the State of 
California if you can contemplate the adoption of this Act by the 
people of this State? 

The first effect will be to enormously increase the tax burden, 
and that increase in the tax burden of this State will come whether 
the power business under State operation succeeds or does not suc- 
ceed. As soon as the $500,000,000 of bonds are voted those bonds 
are tax-free, and capital that goes into them will escape all taxation. 
The proceeds of the bonds wiU be used by the Water and Power 
Board to buy property. As soon as the property is bought with 
the proceeds of the bond issue, the property becomes tax free and 
escapes taxation. The expenses of government in the State will go 
on just the same, and the remaining private property on the tax 
rolls will make up the difference, will make up the taxes lost 
through removing from the tax roUs that State-owned property. 

It is a serious thing in this State to contemplate the reduction 
in the taxable value of the property of this State. We have in the 
last ten years had a growth in our taxable wealth of about eighty 
per cent, a growth in the cost of oiur government of about two 
hundred and fifty per cent and a growth in our public debt of 
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about two hundred and fifty per cent, and now it is proposed to do 
the unsound thing of separating these two points further. The 
thing we need in the State of California is to allow our taxable 
wealth to catch up with our taxing power because the taxing 
power in this State has outrun the taxable wealth in this State. 
Today in California the expenditure of $500,000,000 in the power 
business and private business would add to the taxable weahh 
of the State to such an extent that it would produce in State 
revenues an annual income of approximately $8,000,000, whereas 
the expenditure of $500,000,000 in tax-free properties would lose 
in revenue to the State of California approximately $8,000,000 
per annum. Further to increase the tax revenue in California, 
means to turn aside the capital that is flowing into this State in 
its industrial development. 

The Act is the most immoral Act which has ever been proposed 
and it represents to a remarkable degree that great danger in a 
democracy, oscillation in government. We had in this State in 1912 
an election, and in that election the people of this State determined 
by a well-nigh unanimous vote that the policy for the great State 
of California in respect to the public service industry was private 
ownership under State r^ulation, and we adopted that policy and 
under that policy the public service industry of the State has 
grown in a remarkable degree, and the records of our State Rail- 
road Commission show that one billion dollars has come into the 
State in the public service industry in the period of ten years. 

In the short space of ten years, after inviting in that capital, 
after encouraging that capital, after extending to it the promise of 
private ownership and State regulation, it is proposed to reverse 
that policy, and to vote five hundred million dollars to go into 
competition with or to destroy the capital invited into the State. 
It must be obvious to you, as it is to me, that no great State, no 
great commonwealth, can succeed and prosper and gather honor 
in the world, under any such policy of immorality as that. 

Not only is it a reversal of the State policy, but it is directly in 
the teeth of the policy of the Federal Government, because, after 
a ten-years' struggle, in June, 1920, the Federal Water Power Act 
was adopted, and its two purposes were these : First, to protect the 
public interests; and, second, to encourage the development of 
hydro-electric power under the conditions existing. No need 
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exists today for any public ownership, because, in effect, the peo- 
ple have public ownership in this State and all over the country 
— ^86 per cent of the potential power in this country is under the 
jurisdiction, control and direction of the Federal Water Power 
Commission. In this State we have a Public Utilities Commission 
with State-wide jurisdiction, and we have the power business of 
this State owned by the people. We have a distribution of securities 
in this State which makes of the power companies of this State 
great public enterprises, not only in theory but in fact. They 
belong to the people, they are owned by the people and they 
are controlled by the people, through their stock-ownership, 
and throui^ these regulatory bodies of the State and Federal 
GovemmeDt. 

A third effect upon this State of this Act will be to stifle the 
credit of the State of California. We are a growing State. We are 
young. The reservoirs of capital in this State are not big enough to 
finance the developments ahead of us for the ne3rt; ten years. 

We have published reports in this State showing the public 
debt of the State to be $824,000,000. It is an understatement of 
the public debt, because included in those figures are not the 
reclamation and flood district bond issues of this State; so that 
our public debt today, in California, is in excess of $400,000,000. 
Put upon the State of California an additional mortgage of 
$500,000,000 and capital will look askance and be turned aside. 
It is a bad thing to contemplate that, with California sold as it is 
(and I believe you will agree with me) — sold as it is, to the investing 
public of this country, to stop that steady flow of money into this 
State which is needed to build it up and meet the Western tendency 
of industry and of business. 

In conclusion, let me emphasize the fact that radical move- 
ments are not new. They are a part of the history of this country, 
and our forefathers often despaired of popular government because 
of radical movements. We have more means of communication, 
we have greater contacts, the country has grown more compact, so 
that radical movements come, today, with a bang and noise such 
as they never had before. We are at a half-way station in our 
educational processes, and it requires patience to wait for these 
processes to unfold, and standing out in the whole situation to me is 
the obligation of every intelligent man and woman to do his and her 
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part, as an American citizen, to keep this country true to American 
ideals and American conceptions. The very foundation of America, 
the very foundation of our country was, that government existed 
to afford the citizen opportunity, liberty and security, and that 
government did not enst for business. If we do not hold true to 
those ideals, we shall lose America because we cannot have water 
and power acts and have America too. The things are inconsistent, 
and the thing out of which our honor, our success and our £^ry 
have grown has been the developmentof the individual in thiscoun- 
try, the development of his initiative and his self-reliance, his 
independence, his vision, his energy. If we turn to paternalism, if 
we turn to government for everything under the sun, if we con- 
tinue to extend the functions of government, we shall snuff out the 
very spirit and life of America, and sink to the dull mediocrity of 
the paternalistic governments of the Old World. [Prolonged ap- 
plause, the entire Convention rising to its feet.] 

The PreaiderU: I intended to thank Mr. Creed, on behalf of our 
membership, for his able and interesting address, but I think that 
his reception will do more than I can say. 

The next report is that of the Taxation Committee, and, in the 
absence from the meeting of Mr. Eugene £. Thompson, the 
Chairman, it will be presented by Mr. Tom K. Smith, of St. 
Louis, a member of the Committee. Mr. Smith. 
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REPORT OF THE TAXATION COMMITTEE 

Tbe work of this Committee in the year since the Convention of the Association 
at New Orleans has been considerably less than in recent years, and it mostly has 
been concerned with matters of Federal taxation. 

Thx Nkw Tax Law 

At the time of the Tenth Annual Convention of the Association the House of 
Representatives had passed and the Senate was then engaged in debating the new 
Revenue Bill. This Bill became a law on November 28, 1981, substantially in the 
form discussed in the report of the former Committee on Taxation, submitted at 
New Orleans. 

This law has been criticised because it reduced surtaxes only 15 per cent from 
05 to 50, but it did repeal the excess profits taxes which in part were smothering the 
productive activity of the country. Serious efforts were made in the Senate to 
adopt a sales tax as a substitute for the higher surtaxes and the excess profits tax 
and other forms of aggregated taxation, but those advocating this form of tax 
payment as a just and equitable system of taxation could not muster a sufficient 
number of votes to secure favorable action. 

Whatever may be said as to the new tax law, and no such enactment ever has 
been or ever will be popular, it is infinitely better than the former tax law; but at 
the same time no one is satisfied with it as a final work of tax revision, and there is 
little doubt but that the administration will proceed actively at a comparatively 
early date to a more thorough-going, courageous and intelligent attempt to re -ar- 
range taxes on a peace basis. It must be expected, however, that the tax burden 
win continue heavy for many years to come. The $25,000,000,000 war cost is a debt 
that must be paid, and these bills must be paid largely by taxes. 

The SoLonEBS Bonus 

This measure, which proposed a Government obligation of approximately Five 
Billion Dollars without any provision for the funds with which to meet this extra- 
ordinary expenditure, was courageously vetoed by President Harding on Septonber 
19, 1922. The economic unsoundness of the measure as well as the inexpediency of 
adopting it in the present state of the National finances were set forth in most 
positive manner by President Harding in his veto measure, but notwithstanding 
that fact, the House voted 258 to 54 to repass the Bill over the veto. The veto 
was however sustained in the Senate by a vote of 44 to 28 and the Bill, therefore, 
failed to become a law. 

This measure was pending before Congress for more than six months, and it 
was probably the most important single proposal before the Congress at the last 
session, considered from the standpoint of National taxation. Because of the im- 
portance of the measure the Committee feeb that the following history of the 
measure should be included in this report. 

The House Ways and Means Committee on March 14, 1922, reported out a 
Soldiers Bonus Bill based on the adjusted service certificate bank loan plan. This 
Bin, known as H.R. 10674, passed the House on March 28 by a vote of 888 to 70. 
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TUft actkn in tbe Hook wm taken in ibe face of the fact that <m Febniaiy 
1C» Pkwdent Harding notiBed Chainnan Fordney of the Ways and Means Com- 
mittee that he f aTQied a sales tax for the financing of the cost of the banns, or else 
poatpQMOsent; and* also^ despite the fact that on March 18 that Committee re- 
ceived SecRtaiy MeDon's objections to the propoeed bank loan bonus on the 
pnvMli that it wvM result in fuelin g credits and inflating currency. 

Ola Inne f^ the Senate Conunittee on Finance made a favorable report on 
this Eill» amfttdfd in some particnhrs bat with the bank loan provisions retained. 
an4 on August 31, the Senate by a vote of 47 to 22 passed the Bill. Tbe conf erenoe 
report was approved by the House on September 14 without a record vote, and by 
the Senate on September 15 by a vote of 86 to 17. 

With a view of reducing the apparent cost of the measure to the Government, 
the Bill olimm^fPtJ the cssh bonus, except for a limited number of ex-service men 
who served for so short a time that their total adiinsted pay <m a cash basis would not 
amount to more than $50. The Bill retained other optional provisions of former 
proposals under whidb the veteran might obtain vocational training or hdp of <me 
kind or another in buying a home or in estabUriuog himsdf upon puUic lands. It 
provided as the principal bonus plan for so-caDed a4iuBied service certificates 
whidi amounted in effect to paid-up endowment insnranrr policies issued by the 
Government, to mature at the end of 20 years or earlier upon the death of the 
veteran. The maturity value of these policies was caknlated on the basis of the so- 
called adjusted service credit plus an increase of 25 per cent with interest at the 
rate of 4H per cent per annum, compounded annually for 20 years. These certifi- 
cates were to be non-negotiable and there was no provision for direct policy loans by 
the Government until after January 1, 1026, but in the meantimr National and State 
banks and trust companies were authorised to make loans to holders of certificates 
up to 50 per cent of the adjusted service credit plus interest thereon at the stated 
rate to the date of the loan. Such loans if not r^iaid by the veteran were to be 
redeemed by the Government upon demand from the bank betwee n August 31. 
1025. and January 15. 1026. After January 1. 1026, the BiU provided for direct 
loans on the certificates by the Government. 

There were widely varying estimates ss to the percentages of the men who 
would elect the vsiious options. Regardless of precise statistics it may be estimated 
that about five millbn individuals would have become beneficiaries, and it migr also 
be estimated that the proposal would in the end have called for an expenditure out 
of the Federal IVeasury of not less than Five BiDion Dollars. 

The measure contuned no financing features to provide for those payments. 
Speaking of this proposal. Secretary Mellon, in his letter of March 11, said: 

"There is no way by which the American tax payer can avoid the 
burden, and if a bonus is to be imposed it is far better for all concerned 
that it be placed upon a direct and definite basis and paid for, each year, 
out of current revenue. To do this at the present time will necesmrily 
mean the imposition of additional taxes for the purpose.' 
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It must, of course, be borne in mind, that in speaking of bonus legislation the 
subject 11 to be considered entirety apart from the help which the Government 
should give and is giving to the disabled veterans. We are already q>ending 
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■^?mf»HS«g over one mOlioii dollars a day or nearly five hundred million dollars a 
year to rdieve the just needs of the disabled men. Nothing too mnch can be 
done for those who suffered and were disabled by the Far. 

In view of the importance of the measure your Committee made a report to 
the Board of Governors, at the May meeting at White Sulphur Springs. Following 
a thorough discussion of the matter, the Board of Governors at that meeting passed 
the following resolution: 

"Remdved: That it is the opinion of the Board of Governors of the 
Investment Bankers Association of America that whatever kind of Soldiers 
Bonus or Compensation BiU is passed by Congress, it should include 
the levy of a specific tax for its payment, preferably a sales tax. 

**R69ol9ed: That it is further the opinion of the Board of Governors 
of the Investment Bankers Association of America that the principle of the 
bank loan plan embodied in the pending Bonus Bill whereby the credit of 
the Treasury is to be pledged to secure loans to be made to veterans by Nap 
tional and State banks and trust companies is dangerous to the social and 
economic structure of the country and should be condemned, chiefly 
because: 

1. It throws the burden of financing upon banking capital which 
is needed for business reconstruction and the employment of labor; 

S. It encourages borrowing by the veterans and discourages thrift; 

8. It postpones payment of the bonus and fails to provide for the 
funds with which to pay when payment is due; 

4. It violates the principles of the Budget System for regulating 
the National finances which has been adopted by Congress for the first 
time in our history.' 
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Taxation of Municipal Bond Intbbbbt 

The Congressional refusal in the writing of the new Revenue Law to reduce the 
hi|^ surtaxes led the President in his message to Congress of I^eoember 6, 19S1, to 
p ropose that future issues of bonds of states and their political subdivisions should 
be deprived ol the present constitutional exemption from taxation. The Fkesident 
recogniied that it would be necessary to diange the Constitution in order to 
accomplish this result, and at the same time expressly stated that no action could 
change the status of the many billions outstanding. The purpose underlying the 
Resident's recommendation was to create in this way that equality of investment 
attractivcaess which had first been attempted in the form of reducing the surtaxes. 

Hearings on the subject were held by the Ways and Means Committee of 
the House on January 16, 18, 19 and March 7, 1922. This Association filed a brief 
with the CcMnmittee stating the position of the Association in keeping with the 
Beaolntion passed by the Board of Governors in May, 1920, advocating the adoption 
of an amendment to the Constitution of the United States empowering, on the one 
hand* the Federal taxation of the income from future obligations of the states 
and political subdivisions, and, on the other hand, the taxation of future obligations 
of the United States by the states and their political subdivisions, in both 
with proper safeguards limiting such taxation. 
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Ob May 8, 1982, the Ways and Means Committee reported in favor of an 
amendment to the Constitution permitting the taxing of snch income. The form 
of amendment recommended by the Ways and Means Committee is as foDows: 

Section 1. The United States shall have power to lay and ooDect taxes 
on income derived from securities issued after the ratification of this article, 
by or under the authority of any State, but without discnmination 
against income derived fitmi such securities and in favor of income 
derived from securities issued, after the ratification of this artide, by or 
under the authority of the United States or any other State. 

SeeHon f . Each State shall have power to lay and collect taxes 
on income derived by its residents from securities issued, after the ratifica- 
tion of this article* by or under the authority of the United States; but 
without discrimination against income derived from such securities and 
in favor of inoome derived from securities issued, after the ratification 
of this article, by or under the authority of such State. 

It wiD be observed that the form of the amendment does not forbid the 
further issuance of tax-exempt securities, but merely permits their taxation by 
the Federal Government, on the one hand, provided it does not discriminate 
against securities issued by the states or under their authority in favor of National 
securities, and that each State, on the other hand, is permitted to tax the securities 
issued by the Federal Government, provided the State in levying the tax does 
not thereby discriminate in favor of securities issued by it or under its authority. 
In other words, the several states are given the same rights with reference to 
Federal securities that the National Government has with reference to State se- 
curities. 

This resolution is now on the calendar and so far has not been acted upon l^ 
the House. 

The advantage of investing in tax-free securities arises, of course, from the 
exemption it confers in respect to Federal income surtaxes. The extremely high 
surtax rates still imposed by law inevitably encourage investment in whoUy tax* 
exempt securities. Those advocating the withdrawal of the exemption point out 
that present conditions give rise to grave economic evils; that it means an inequit- 
able distribution of the tax burden to the grave disadvantage of earned income as 
against unearned income; that it entails loss of revenue to the Federal Government; 
and, furthermore, that it tends to encourage reckkss increase of public indebted- 
ness, and to divert capital from productive enterprise. 

The majority report of the House Committee found that the present system 
should be condemned for eight reasons, which the report enumerates as follows: 

1. A large portion of property escapes taxation, and thereby causes great loss 
of revenue; 

8. It violates the ability-principle of taxation and unfairly discriminates 
between taxpayers; 

8. It impedes private financing; 

4. It discourages investment in new enterprises; 

5. It encourages extravagances of governmental agencies; 

6. It grants a private subsidy to certain interests; 
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7. By withdniwiiig money from private enterpriies it incteases the rate of 
inteiett required for all enterpriaes not carried on by the Government and thereby 
adds to the ooet of living; 

8. It creates aodal unrest. 

The whole situation as to tax-exempt securities is accentuated by our present 
high surtaxes. It would greatly relieve the situation to reduce the surtaxes, and if 
tins is not done the result can be accomplished only by withdrawing the present 
exemption from taxation enjoyed by municipal issues. 

There is a serious objection to adopting the latter alternative as it necessarily 
invohres a most fundamental change in the traditional constitutional relations 
between the Federal Government, on the one hand* and the State governments, on 
the other hand. For the states to give up the authority they now have over the 
conditions of borrowing money and their own taxation would be a surrender of 
State rii^ts probably greater than any one of the many that have already taken 
place. For this reason, undoubtedly, the pending measure will meet with serious 
opposition and even if Congressional approval should be given, it is doubtful whether 
a sufficient number of the states would ratify it to make it a part of the Constitu- 
tion. 

COTTBT DBCiaiOMB 

On May 29, 19S2, an important decision was rendered by the Supreme Court 
of the United SUtes in the case of Miles, Collector, v. Safe Deposit and Thist 
Conqiany of Baltimore, with reference to Federal income taxation as applied to 
proceeds, received from the sale of stock subscription rights. Under the rulings of 
the IVeasury Department the entire amount realised from the sale of rights was 
held to be taxable income. Under this decision the result, for tax purposes, of a 
sale of rights is to be determined by averaging the cost of the old and new shares, 
and only so much of the proceeds of sale as re|»esentB a realised profit over and 
above the cost of what is sold is to be treated as taxable income. In determining the 
cost for the calculation of the profit or loss on the sale, there is to be added to the 
cost (used to include also, where required, the fair market value as of Mareh 1, 
1918) of the old shares the subscription price to be paid to the corporation for each 
share of the new, the total being treated as the cost of each two shares, one of which 
is to pass to the purchaser of the right. All that must be borne in mind is that it is 
considered that in selling rights a stockholder is selling his new shares for the 
amount received plus the subscription price, the purchaser assuming the payment 
of the subscription price. The difference between such sales price and the average 
csost* according to this decision, will then represent the profit or loss realised out 
of the transaction. It will thus be perceived that under this decision a sale of rights 
nuy, in some cases, even result in a loss — ^whereas under the former Treasury 
rulings the entire proceeds in all cases were treated as taxable income. 

Anothff decision of interest was rendered on April 10, 1922, by the Supreme 
Court of the United States in the case of Greiner s. Lewellyn, Collector. Under the 
provisions of the Federal estate tax it is required that State and municipal bonds, 
held by a decedent, be included for the purpose of determining the amount of the 
decedent's net estate for purposes of the estate tax. While the eariier dedsimis of 
the Supreme Court tended in favor of the power of Congress to require the in- 
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dttsion of State and municipal bonds* the Bapttsae Court* in this particular caae, 
now squarely decides that Congress does p os sess the power, the theory being that 
the tax is levied in respect of the transfer upon death irrespective of the diarseter 
of the property transferred. 

CoNVBBnBUB BoNse 

The question has arisen under the new Tax Act as to whether any profit or 
loss results from the conversion of a convertible bond for stock. 

Under the TVessury regulations, issued under the Revenue Act of 1918 (art. 
1568; regs. 45), it WIS provided that ** Where the owner of a bond exercised the ri^t» 
provided for in the bond, of converting the bond into stodc in the oUigw cor- 
poration, such transaction does not result in a realisation of profit or losi^ the 
transaction not being closed for purposes of income taxati<m until sudi stock is 
sold." 

Under the present regulations, issued under the new Tax Act of 1921, this 
provision is omitted. 

Under the exchange provisions of the new Act, the Treasury Department has 
ruled that no profit at loss results upon the exchange of stock for sto^ or of bonds 
for bonds, and in the absence of a specific regulation covering conversion of a 
convertible bond for stock, the implication might be drawn from the regulaticm 
applying to exchanges that any profit arising from such conversion is taxable. 

It is not believed that such conversion constitutes an exchange of property 
which would result in a taxable gain should the value of the stock when received 
be in excess of the cost of the bond. The bond when purchased carried with it the 
right of conversion and the exercise of this option or privilege, it is bdieved, can not 
properly be held to constitute an exchange of property. 

Your Committee has taken the subject up with the Treasury Department, so 
as to obtain a definite ruling on the point and, if possible, the reinstatement of the 
former regulation. When the ruling is had it will be published throu^ the Bulletin. 

EXCHANOKB or SSCUBITIBB 

Attention is called to a recent ruling of the TVeasury Department iHiich is 
believed to be important. Under the present Tax Act, securities hdd for investment 
may be exchanged for other securities and no taxable gain or loss wiU be recognised. 
This provision has been construed as permitting the exchange of bonds for bonds 
and of stock for stock, but not as permitting the interchange of bonds for stodc or 
vice versa. 

Recently the Treasury Department issued an interpretative ruling as follows: 

"A, an investment dealer, acquired from B, the tax payer, not a 
dealer, a bond of the M company for |955, and B acquired from A on the 
same date a bond of the O company at a cost of $900. 

"If the transaction with the tax payer was a true exchange — that 
is, if the dealer traded a bond which was a part of his stock in trade, and 
was owned by him, for another bond owned by the tax payer — the tax 
payer may report the transaction as an exchange in accordance with the 
provisions of section 802 (c) . If, however, the dealer acted in effect as his 
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broker and purchased the bond of the O company for B. the taxpayer's 
transaction was smiply a sale of the bond of M company, followed by the 
purchase of the O company bond, and he may not treat such separate 
transactions as an exchange. The fact that A is an investment dealer, not a 
broker, does not in itself make the transaction an exchange if, in effect, A 
acted as B's agent or broker in this particular transaction. Nor are the 
book entries or confirmation slip conclusive evidence one way or the other, 
the actual facts being determinative.*' 

Under the strict language of this ruling it might seem that the intention was 
to treat as taxable any transaction in which the bonds traded by the dealer were 
not held by him at the time of his receipt of the customer's request for the ex- 
change. Such a holding, it is believed, would be clearly contrary to the law. 

It is realised that in many cases there is difficulty in determining whether the 
transaction is a true exchange or really a sale and reinvestment of the proceeds 
in other securities. But undoubtedly the substance and true nature of the transac- 
tion must be controlling. While it may not be practicable to lay down any hard 
and fast rule to govern all cases, nevertheless your Committee has felt that it 
would be desirable that, so far as practicable, a clearly stated rule be issued by the 
TVeasury Department which would enable it to be more definitely known under 
what conditions a non-taxable exchange may be made. If possible to obtain such a 
ruling it will be made known later. 

OWNBBSRIP CeBTIFICATIS 

The improper use of information obtained from income tax ownership certifi- 
cates continues. Names and addresses and holdings of investors are being dis- 
closed and unfair use is being made of the information. Despite the provisions of 
the law forbidding these disclosures, the practice seems to be on the increase, many 
of those engaging in the traffic seemin^y relying for immunity upon the practical 
difficulties of establishing definite responsibility. In a number of instances, however, 
the disdosure has been in entire good faith, especially in aiding securities-holders' 
protective committees. In other cases, it is conceivable that the practice may 
be due to a lack of definite understanding of the restrictions of the law. 

After consideration of the subject, your Committee has accordingly felt that 
it might be helpful to have the Treasury Department give a definite ruling on the 
point and the same then be furnished to all members for their information and 
future guidance. The following rulings have been received from the Department 

First, a letter, dated March 20, 1982, as follows: 

" Receipt is acknowledged of your letter of February 24, 1922, wherein 
you inquire whether a fiscal paying agent may furnish to a corporation the 
names and addresses of the holders of interest-bearing obligations of the 
corporation, and also whether such an agent or corporation may disclose to 
any person the information obtained from Forms 1000, 1001 and 1001-A, 
furnished by holders of interest-bearing obligations of corporations. 

''In reply you are advised that Section 8187 of the Revised Statutes, 
as amended, is as follows: 
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Second, a letter from the IWaaury I>epartnicnt, dated April fOi IMC, ad- 
vifinf that the asme ruling wookl apply to the case of a fisosl agent nsing for its 
inf onnation, or that of its representatives, the names and addresses of the holders 
of interest4>earinf obligatioDs payable at its office. 

Third, a letter from the Tkeasory Department, dated Aogust 5, IMS, further 
adrisuig that the above ruling of Mardi 80, 1M8, ii cquaDy applicable to the case 
of a trustee, paying agent or corporation. The Department has also recent^ 
informaUy advised that these ndingi are, of course, not intended to interfere with 
the fiscal agent properly aiding the debtor corporation to the extent that such 
corporatiott may be euabled to make its fiscal return or complete its files and 
records. 

Bespectfully submitted, 

EUOKNS E. Tbomfbom, 



Mr. 8m{<A(Kauffman-Siiiith-Eiiiert&Co., Inc., St. Louis) : This 
report b devoted exclusively to matters of Federal taxation* but 
the Committee is aware that amendments and changes of vital 
importance are pending in several states. The membership of the 
Investment Bankers Association of America is urged to interest 
itself in these measures, especially the ones which tend to correct 
the numy unfavorable and unsatisfactory methods of assessing 
intangibles. The proposed new Constitution in Illinois authorises 
an income tax in lieu of the obsolete ad valorem tax on securities. 
The Constitutional Convention of Missouri is seriously consider- 
ing the classification of property which would make possible the 
re-enactment by the legislature of the Secured Debts Tax Law, 
recently held unconstitutional by the Supreme Court. I believe 
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a similar measure is pending in California and all such attempts to 
coneet existing evQs, and simplify and correct methods of taxing 
securities, should have the support of the membership of this 
Association. In fact, you should take the initiative in such matters 
to the end that in each State there will be a fair and equitable 
method of taxing securities. 

The Prendeni: Gentlemen, Mr. Keyser, our Washington coun- 
sel, is here. He is particularly familiar with this work, having 
worked with Mr. Thompson, the Chairman, all during the year. 
If there are any questions that you want to ask, or any discussion 
you want to enter into, we would be very glad to hear from you. I 
would like to suggest that this report, while it is necessarily very 
technical, is a very interesting one; its features touch the business 
of every one of us, no matter what branch of the investment 
banking business we are engaged in, and no one should neglect 
going over it very carefully. 

If there is no discussion, and the report requires no formal 
adoption, we will receive it and file it in the usual way. 

The next order of business is the Report of the Legislation Com- 
mittee, of which Mr. Thomas N. Dysart, of St. Louis, is the 
Chairman. 
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CommiMioiieri AModation had reached an undentandiog rtgudamg the 
amendment of the Denison Bill, and in view of the action on that i 
it haa been agreed by all parties in interest that any efforts to push 
legislation should be held in abeyance for the present. This undentaiMfing 
was laid before the Chairman of the Honse sob-committee handling the 
pending BiD and the anangement was accepted by him. 

H. R. 10508. This b the well-known Denison Bill intended to give 
Federal aid in the enforcement of State Blue Sky Laws. The Bulletin of 
Mardi 15, 1022, contained a rqport of the special committee whiiA, has had 
this woric in charge, and gave a full history of the Bill and the work of 
the Committee down to that time. Your Chairman cannot rmphssiie 
sufficiently the importance of the work done by this special committee. 
Its members have devoted far more of thar personal time to this work than 
is ordinarily given by members of the Association to any particular sub ject, 
and the results they have accomplished have been more than could have 
been reasonably eipected at the beginning, and have been of inestimable 
value to all members of the Association, especially as the Bill in its present 
shape relieves legitimate investment banking business frcmi the many 
annoyances that might have attended with the passing of the Bill in its 
original form. In view of the importance of the work of this special com- 
mittee, and of its vital interest to practically every member of the Associa- 
tion, your Chairman has requested Bfr. Osgood, one of the iiirni lif fs of 
the special commitiee, to treat the subject in a qiedal report under the 
time allotted to this Committee. 

Respectfully submitted, 

TaoMAB N. Dtbabt, Chairman 

The Denibon Bill 

Mr. Osgood: Gentlemeii» the reference to this Bill that will be 
made by me is being done at the request of Mr. Hodges, who b 
Chairman of the Committee. Mr. Hodges, unfortunately, was 
unable to be present at this meeting, owing to the death of his part- 
ner, Mr. Bemick. Of course, that meant a partial reorganization 
of his firm and compelled him to be absent. What I am going to 
say about the Denison Bill is largely a report of progress, and a 
r^sum^ of the situation as it stands today. 

The Denison Bill, which was, roughly, a Bill in Federal aid of 
the State blue sky laws, was introduced in Congress, December 
29, 19120. The Bill, when it was first introduced, gave your Legisla- 
tion Committee very little concern because it seemed to that 
Committee, that a Bill so radical as the Denison Bill was when it 
was introduced, and a Bill, which so interfered with the free flow of 
securities in interstate channels, could have no serious consider- 
ation by Congress, and, particularly, by the Interstate Commerce 
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Committee of the House and the Senate to which it probably would 
be refened. 

Greatly to our surprise, however, in June of 1921, your Associa- 
tion, keeping in touch with affairs, through its Washington 
counsel, found out that a hearing was to be held with practically 
no notice, and our counsel was required to go to that hearing on 
a few hours' preparation, and present what objections could be 
presented at that time to a measure of this character. Sufficient 
objections were presented at that hearing to stay the progress of the 
Bill in the Committee, and to bring home to the Committee, and 
particularly its chairman. Congressman Winslow, of Massachu- 
setts, the importance of the subject, and the drastic nature of 
the r^ulation proposed by the measure. 

Following that hearing, your President last year deemed it im- 
portant to give the matter more serious consideration than had 
seemed to be necessary before. The Legislative Committee gave 
notice to all of the Group legislative committees of the danger of 
the situation. The Association members responded very promptly, 
and their influence was so strongly felt in Washington, that the 
opposition to the Bill probably might have accomplished its 
defeat. Chairman Winslow of the Committee, however, told us 
that the members of Congress were definitely determined to pass 
some kind of Federal legislation to stamp out, so far as such 
legislation could, the sale and distribution of fraudulent securities, 
over State lines and in interstate commerce, and he asked our 
Association, if we would not appoint a conference committee to 
get in touch with Congressman Denison and with the members of 
the Interstate Commerce Committee. Pursuant to that request, 
your President of last year appointed a committee, composed of 
the following: 

Mr. George W. Hodges; Remick, Hodges & Company, New 
York: Chairman. 

Mr. Barrett Wendell, Jr. ; Lee, Higginson & Company, Chicago. 

Mr. William L. Ross; William L. Ross & Co., Chicago. 

Mr. Warren S. Hayden; Hayden, Miller & Co., Cleveland. 

Mr. Eugene £. Thompson, Crane, Parris & Co., Washington, 
D. C. 

That Conmiittee got into contact with Congressman Denison, 
and up to the time of the Convention, last year, was enabled to 
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report some progress, althou^ the {Hnogress at that time was not 
particulariy satisfactoiy. 

The Committee, in its early deliberations and conferences, 
reached the ccMichisicm that the Interstate Commerce Committee 
of the House was going to rqx>rt a Bill of this character in spite ot 
anything we might say. In view of that fact it became necessaiy, 
to accomplish anything at all, for the members of this Association 
and the security business of this countiy to sit down to work out 
amendments that would make the Bill as practicaUe and workable 
as such a Bill could be made. 

The Bill in the form it existed at the time of the Conventicm 
in New Qrieans was condemned by a resolution on the floor of the 
Convention. The Board of Governors authorized the Committee 
to proceed with its negotiations and the Presidoit added the 
speaker as a member of the Committee. The Committee, at the 
suggestion of Congressman Denison, had a conference in regard to 
certain proposed amendments with a special committee of the 
Securities Commissioners Association. 

For your information I might say in passing that the Securi- 
ties Commissioners Association is composed of the Blue Sky ex- 
ecutives of the thirty-eight states having Blue Sky Laws. That 
association appointed a special committee to confer with the 
Committee of the Investment Bankers Association, and also a spe- 
cial committee of the American Bankers Association, and these 
three have worked in conjunction. 

The first conferences of these committees were held in Chicago 
in the December, following the New Orleans meeting. The con- 
ferences nearly blew up the first day, and it seemed impossible for 
us to ever get together, but by dint of four-days' work of about 
fourteen hours a day sitting across the table, we finally reached a 
workable basis on the Denison Bill. I think, I may say, that in 
those four days there was more accomplished in bringing to the 
Securities Commissioners the viewpoint of the Investment Bankers 
Association of America and bringing to the members of the Invest- 
ment Bankers Association of America the viewpoint of the Com- 
missioners than has been accomplished in the fight that we have 
had with them covering a period of ten years to my knowledge. 

The result of the conference was that before those meetings broke 
up, the relations were exceedingly harmonious, and not only did they 
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go to matters touching the Deniaon Bill, but to matters affecting 
the State Blue Sky Laws of all the states whose oflScers were mem- 
bers of the Securities Commissioners Association. It was virtually 
agreed at the close of the conference that the amendments which 
were put into the Denison Bill would be used as a basis for uniform 
State legislation and a uniform Blue Sky Law which would probably 
work out a great many of the difficulties that are confronting the 
members of the Association today. I may say that the result of this 
work has been that if the Denison Bill passes at the present time, 
there will be automatically exempted from its provisions probably 
ninety per cent of the business that is handled by legitimate houses. 

The other ten per cent will have to qualify under the various 
State laws. If these same provisions can be worked out into a uni- 
form Act which the Securities Commissioners Association is ready 
to recommend, and regarding which conferences will be held at the 
dose of this Convention, I think you will have gained more than 
any of the officers of this Association ever thought possible. 

The result of the conferences was brought before the Board of 
Governors in printed form at the January meeting of the Board, 
held in Pittsburgh. There was a very long and very violent discus^ 
sion of the Denison Bill. In fact, it took up a great part of the time 
of that meeting. The result was, however, that the Committee 
was instructed to proceed with its conferences with the Securities 
Commissioners Committee, and with the Interstate Commerce 
Committee. Thereupon the Committee spent a week or ten 
days in Washington in daily conference with the Interstate Com- 
merce Committee, sitting as a body, and various changes were 
made in the provisions and the matter was worked out as well as it 
was possible to work out such a situation, a Bill being introduced 
into Congress covering it, which passed the House on April 28, 
19£2. After passing the House, it went to the Senate, and was re- 
ferred to the Senate Finance Committee, where it is now pending. 

Following the report of the Bill into the House by the Interstate 
Commerce Committee, a copy of the Bill, a report of the Inter- 
state Commerce Committee and a report of your special Conmiittee 
were sent under date of March 15, 1922, to the membership of the 
Association, and the attention of every member was called to the 
importance of a study of the Bill and to the effect it would have 
upon the business of the members of our Association. 
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On July 17, 1922, we were adviaed by Congressman Denison, 
that he had arranged with Senator Cummins, the Chairman of the 
Interstate and Foreign Commerce Conmiittee of the Senate, to 
have the matter taken up by a sub-committee, conqxMed of the 
foUowing Senators: Senator Cummins of Iowa, Senator McLean of 
Connecticut, Senator Femald of lifaine. Senator Smith of South 
Carolina, and Senator Myers of Montana. I had a letter from 
Congressman Deniaon, under date of Sept. 23, in whidi he said: 

*'I have arranged with the Senate sub-Committee to hold hear- 
ings on the Denison Bill on Wednesday and Thursday, December 
6 and 7. I don't know whether or not we can get more time than 
that, but I suggest that we be ready to proceed promptly on the 
morning of Wednesday, December 6th." He has asked our Com- 
mittee to be present, and, of course, the Conunittee of the Securities 
Commissioners Association will be present. He has also asked, in 
view of a great many natural objections that have come to him 
and to other members of Congress in regard to this particular Bill, 
that a preliminary conference, prior to thb hearing, be held by our 
Committee and the Committee of the Securities Commissioners 
Association, and I would like, at this time, to ask any members of 
the Association who have any differences of opinion, or any con- 
crete suggestions to offer for an improvement of the BiD, that they 
get the matter in writing, or in person present it to Mr. Hodges, 
the Chairman of the Committee, as early as possible, because it is 
planned to have this conference in the early part of November. 

I may say that the Bill, in its present form, is substantially 
satisfactory to the Securities Commissioners Committee, and your 
Committee, with the exception of the provisions relating to real 
estate securities. In their conferences with the representatives 
of the members of this Association, dealing principally with real 
estate securities, there were expressions of dissatisfaction with the 
provisions of exemption relating to those securities, and that 
matter has been entirely redrafted and will be presented and 
probably incorporated in the Bill without objection, either on the 
part of the Securities Commissioners or on the part of your 
Committee. I think it is substantially satisfactory to those deal- 
ing in that particular class of securities. 

That covers the general situation. If there are any questions 
that I can answer, I shall be very glad to have you ask them. 
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Mr, Baker: What is the chance of the Bill passing the Senate? 

Mr. Osgood: In answer to that question I can't express the 
views of the Committee and I will have to express my personal 
views. I have had the feeling that possibly some of the members of 
the Senate would bring to bear strong constitutional objections 
to the Bill. Those objections were entirely waived by the Inter- 
state Conunerce Committee of the House and they said very clear- 
ly that the constitutional objections were so intangible that they 
felt that the protection of the investors of the country demanded 
that they be given very little consideration. Of course, we know 
the Senate committees give more consideration to matters of this 
character. I think the matter will be very fully aired in the Senate. 
I think there will be a great deal more discussion than there was 
in the two-day session of the House when it passed the Bill, but I 
would not be surprised if the Bill passed the Senate and became a 
law. 

Whether or not the Denison Bill passes Congress, I think I may 
say that, if it results in nothing but clarifying the situation, as 
between our members and the Securities Commissioners of the 
various states, to the extent of formulating a practical Blue Sky 
Law, if such a law can be made practical, it will have accomplished 
everything that we can have desired. [Applause.] 

The President: Any further discussion? If not, we will receive 
and file the report. 

Discussion — Marine Securities Report 

The next matter on the program is that of the Marine Securities 
Beport. The other day when that report was read, it had not been 
received in time to be printed, and it was decided to defer action 
on that report imtil it could be properly set before all of our 
members. I want to explain how we are handling this matter. 
Copies of this report have been placed in the hotel boxes of all the 
members, and we have all had an opportunity to read and digest 
the general purport of it. Mr. Morris K. Parker, a member of the 
Conmiittee, who was not present the other day, is here, and I 
would like him to present the report, and to take care of any 
succeeding discussion. For Mr. Parker's information, I would 
say that there seemed to be, on the part of some of the hearers the 
other day, a feeling that this report embodied a certain definite 



«10 ELEVENTH ANNUAL CONVENTION 

recommendation against the passage of the Ship Subsidy Bill, now 
before Congress. I think the subsequent reading of this report 
would dispel any such thought. There are only two reconunenda- 
tions in this report which Mr. Parker can explain and take up 
in detail. 

Mr. Parker (Equitable Trust Co., New York) : Mr. Beebe and 
Gentlemen, I am sorry I was not here when this report came up 
on Monday. I did not appreciate that it was going to be reached 
quite so quickly, and I came in just after the discussion had closed 
and the matter was put over until today. I think, if you have had 
a chance to read carefully the report, you will find that it does not 
carry a definite recommendation, either for or against the proposed 
Subsidy Bill. But those of you who have been in touch with 
shipping at all, I think will realize that the proposition that we 
are up against in this country is, whether, in the first place, we are 
going to have a merchant marine that can be at all worthy of the 
name. We have had one in the past, and, as a result of European 
competition, it faded out, and became pracUcaUy nothing, so that, 
just before the war, you know that all of our foreign conunerce — 
or practically aU of it — was being carried in foreign bottoms. 
The American merchant marine did not amount to anything, in 
comparison with the Norwegian and Scandinavian countries, 
and with England. Now, as a result of the war, that was, of 
course, immediately changed, and there came into being this 
mass of ships, many of them under thie jurisdiction of the Shipping 
Board, and when 1920 and 19£1 came, those ships were there, 
many of them out of use. So we had our merchant marine, but we 
had no way, in competition with foreign governments, of operating 
those ships on anything like a competitive basis. We cannot 
compete, under our laws, with the foreign ships, particularly the 
Scandinavian ships. 

Now, what the report tried to make clear to the Convention 
was, that, if our merchant marine is to continue and if the in- 
vestment that we have now, through the Shipping Board and 
through private enterprise in ships, is to be maintained and any- 
where near worked out, there has to be aid of some kind. The 
present Subsidy Bill has been suggested as a means of accomplish- 
ing that end. Whether that is the proper means or not I do not 
believe anyone knows yet, and I imagine you will find that, when 
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the matter actually comes up for final action in Congress, that it 
will be along quite different lines than those that have been 
suggested in the past by the President. But whether it is a sub- 
sidy or whether it is through some other means yet to be devised, 
the aid has got to be given if the merchant marine is going to 
continue or is going to grow. 

There is one other veiy important point I think and that is, 
if a subsidy or some other sort of a benefit for American shipping 
is worked out, how that should be administered. I do not know 
how many of you, Gentlemen, have ever come in contact with what 
b known as the United States Shipping Board and the Emergency 
Fleet Corporation. If you have, you will recognize, at once, the 
unwisdom of giving that Board anything like control over the ad- 
ministration of the Ship Subsidy. It should be, as the Com- 
mittee, I think, believes unanimously, either in the hands of the 
Treasury Department or in the hands of the Department of Com- 
merce. The Shipping Board should be wound up, liquidated and 
gotten out of the way as soon as possible, so as to prevent the 
continuance of Government competition in private enterprise. 
It is a very difficult thing for the private owners to compete, even 
when business is fairly good, against Shipping Board ships. The 
Committee has felt that it would be a good thing if the Convention 
here could go on record that it is in favor of some sort of aid to 
the shipping industry. Whether it is in the form of a subsidy or 
through some other means is not so material as long as the aid 
comes. 

And the second point is that, if the means of helping shipping 
is finaUy worked out, it be given to some other department of 
the Government to administer, and not be given to the Shipping 
Board. I don't know whether there are any questions that you. 
Gentlemen, want to ask. If there are, there are probably a lot of 
them that I cannot answer. 

The President: Mr. Parker, as a matter of general information 
as to the opinion of the people here on the Coast who are in touch 
with this situation, I would like to have you read this wire which 
was received today. 

Mr. Parker: This is a wire addressed to H. F. Beebe, President 
Investment Bankers Association of America, Del Monte, Cali- 
fornia, dated October 10: 
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''It has just been brought to our attention that an effort is 
being made to have a report adopted by the Convention recom- 
mending against the Ship Subsidy Bill. The undersigned desire to 
urge you against such action as we believe the same would be 
highly detrimental to America's future on the seas. This procedure, 
if successful, would be particularly detrimental to the commerce of 
the Pacific Coast. We sincerely hope that the Investment Bankers 
Association of America can be relied upon not to take adverse 
action on this matter until the proper conunittees have been given 
ample time in which to study the Act. This we do not believe is 
possible in the limited time yet left to the members before the 
adjournment of the present session." 

Signed by Herbert Fleishhacker, President Anglo London Paris 
National Bank; Mortimer Fleishhacker, President Anglo Cali- 
fornia Trust Company; J. S. Drum, President Mercantile Trust 
Company; George T. Toumy, Vice President San Francisco Sav- 
ings and Loan Society; C. K. Mcintosh, Vice President Bank of 
California National Association; J. W. Harrison, Chairman Legis- 
lative Committee, California Group, Investment Bankers Associa- 
tion of America; H. C. Hale, Bank of Italy. 

That, Mr. President, is really furthering what the report of 
the Committee in substance asked for. 

The President: Evidently they had the same misunderstanding 
some of our members had the other day. 

Mr. Parker: Yes. If you read the report, particularly on the 
last page of it, you will notice that it states quite definitely there 
that it is a great big subject which cannot be jumped into and 
determined all of a sudden; and this Association is of too much 
importance throughout the country; its standing is too good to 
take any chances jumping in and endorsing or refusing to endorse 
some bill right off the bat. It is a question that requires a lot of time 
and a lot of study. I am sorry that the idea got into the minds of 
the delegates that the report carried any implied recommendation 
against the present Ship Subsidy Bill. That is not the point. The 
Committee does not feel that any of you know enough about it to 
really make a recommendation, but they do feel that they can state 
to the Convention that some kind of Grovemment aid has to be 
extended to shipping and it has to be extended through some other 
body than the Shipping Board. That is about as far as they can go. 
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The President: Is there any discussion? 

Mr. MacMiehad: I think that it is sale to say that many of 
the houses represented in this Convention are in favor of a Ship 
Subsidy; and probably a very large majority of the houses repre- 
sented. This report that was presented the other day came as a 
complete surprise, and many of us felt as did Mr. Sinsheimer, 
that the only interpretation that could be put on our action by the 
newspapers, if we received the report, would be that this organiza- 
tion is against a Ship Subsidy. This would be especially true if we 
adopted the report. 

There was some difference of opinion at the moment as to what 
interpretation might be put on the report. In this connection I 
want to submit the foUowing: The Monday Evening Bulletin of 
San Francisco said, *' Business is anti-ship subsidy. Bankers re- 
port." That is the headline, then the report is published in full. 
The Oakland Tribune says, "Ship Board should quit, say 
Bankers," then they publish the report in full and draw the con- 
clusion that we are against the Ship Subsidy. On Tuesday morn- 
ing, the Journal^ in its headlines, first column, first page, says, 
"Ship Subsidy opposed." 

Now, in view of these facts, can anyone on this floor doubt that 
the public in general, and the newspapers, will assume from this 
report that we are against the Ship Subsidy. Hundreds of papers 
all over the country, doubtless, have carried exactly the same kind 
of headlines. I have no doubt but that what Mr. Parker has 
said is entirely true, and that the Committee had no idea that the 
newspapers would interpret their report in the manner that 
they have. Their intentions were of the best I am sure, but their 
intentions miscarried. 

I want to criticize the Committee for its report. I think they 
went out of their way to discuss this matter and throw it into this 
Convention. I do not think that it belongs here at all. I think 
that any reference to the Ship Subsidy might have been confined 
in the report of this Committee to the statement that, so far as 
marine securities based upon foreign carrying vessels are concerned, 
we had better be careful until the Ship Subsidy, or some other 
method of equalizing operation costs, could be reached and con- 
ditions stabilized. They take up two pages of a closely typewritten 
report discussing the pros and cons of Ship Subsidy, and then they 
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go on to say gratuitously that the Shipping Board ought to go out 
of business. I do not think that these matters behmg before this 
Convention. 

Mr. Chamberlain told us yesterday that we do not ai^reciate 
the importance that is placed upon recommaidatiixis and actions 
iA this body, not only by C<Higress but by the Public Service Com- 
missions of the various states, and other public bodies, and I think, 
generally speaking, that this is true. We hardly appreciate the 
importance that is given to the action of our organisation. Cer- 
tainly we cannot afford to take the position of being opposed to a 
Ship Subsidy. I would rather that the question had not come up, 
but it has done so. The Conunittee's report is placed before us. 
The newspapers of the country have interpreted it and have broad- 
casted all bver the land that the Investment Bankers Association 
of America is opposed to a Ship Subsidy. I think that this is an 
incorrect interpretation of the language. I agree with Mr. Parker 
that this ought not to be the interpretation, but nevertheless it is. 

Now, there is one way that we can get before the country the 
fact that we are not opposed to Ship Subsidy, and that is by de- 
clining to receive the report. Possibly there are two or three wajrs, 
but some way must be found to make our position clear. I had 
intended before Mr. Parker spoke to move that we decline to re- 
ceive this report. I did not want to ask this Convention to go 
on record in regard to the Ship Subsidy either pro or con. I did 
not believe that it was a proper matter for our discussion, and I 
thought that the only way to place ourselves on record properly 
before the public, in view of the interpretation that has already 
been placed upon our action, or lack of action, was to decline to 
receive this report. 

From what Mr. Parker has said, I assume that he may intend to 
introduce a resolution favoring a Ship Subsidy. If the Convention 
wants to adopt such a resolution, I would not oppose it; but 
unless some positive action of this kind is taken I will later move, 
after the matter has been discussed further, that we decline to 
receive the report. 

Mr. Osgood: Mr. President, I move that the Association receive 
the Report of the Marine Securities Committee, and, in receiving 
the report, expressly declare that we take no position either one 
way or the other, on the question of Ship Subsidy. 
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Mr. Sinsheimer: I move as an amendment to that motion, Mr. 
President, that the report be adopted with an amendment in this 
language, '"excepting those features dealing with the subject of 
Ship Subsidy," and I will ask for a second to that amendment, 
after which I would like to speak on it. 

(The motion was seconded from the floor.) 

Mr. Osgood: I am perfectly willing, Mr. Chairman, to withdraw 
my motion in favor of the motion made by Mr. Sinsheimer, and to 
second hb motion. 

Mr. Sinsheimer: Now, if I may just briefly explain why I make 
this motion. 

The President: Will Mr. Osgood's second concur in the motion 
being withdrawn? 

A Member: Yes. 

The President: I would recommend, then, that you now make 
such motion as you desire to nuike, so as to clarify the record. 

Mr. Sinsheimer: The motion will then stand, as I understand it, 
that we adopt this report, with an amendmait attached to it in 
this language: '"excepting those features dealing with the subject 
of Ship Subsidy." 

The President: Let me see if the chair has this correctly. Your 
moticm is that the report be adopted — 

Mr. Sinsheimer (interrupting) : Suppose we use the word "'re- 
ceived"? 

The President: Very well. It is moved that the report be re- 
ceived, with the exception — ^and I will put the exception in your 
language, if you will again read it. 

Mr. Sinsheimer: ""excepting those portions dealing with the sub- 
ject of ship subsidy." 

The President: Then I understand that motion is seconded? 

Mr. Osgood: I second the motion. 

Mr. Sinsheimer: I will now, Mr. President, with your per- 
mission, speak briefly, as we seem to be approaching unanimity 
here, but I want to be entirely frank that the amendment as I 
propose it practically emasculates the report, because it was in- 
tended so to do, since the entire report deals with very little except 
the subject of Ship Subsidy, and I do not care to be put in the 
position here of attempting, through artifice, to nullify the report. 
So I am frank to say that, as I before stated, this amendment 
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practically emasculates the rqx>rt, and if Mr. Osgood should at 
any time desire to withdraw his acc^tance of the amendment, and 
his second to my motion, I will graciously accede. 

Mr. Osgood: I desire, Mr. President, the privilege ol drawing 
my own conclusions as to the meaning of this report. 

Mr. Sinsheimer: And I also, Mr. President, wish the privilege of 
drawing my own conclusions of the meaning of this repcHrt, and I 
draw them from its language. I think I can read, and I think the 
members here can also read, and I think I can further write and 
understand and speakthe English language. And if this is not adec- 
laration against the Ship Subsidy, Gentlemen, I do not know how 
it could be more markedly or cleverly expressed in language — and 
I do not care in the slightest degree to criticize any member of 
the Committee who framed the report — ^I prefer infinitely to speak 
in commendation of the reports made here, and only regret that I 
neglected the opportunity to speak on Mr. Prescott's report for 
the Public Service Securities Conunittee, in the highest commen- 
dation. But as I would speak in highest commendation of that re- 
port, so I must speak with equal frankness of this report. Let me 
come now to the language of it, and I hold the report in my 
hand. The first paragraph says: 

"After oonndentble oorrespondenoe between memben, a recent attempt 
was made to hold a meeting of tbe Committee in New York. Unfortunately, due 
to the geographical location of one member, and the absence on a vacation of 
another, only two were able to be present.*' 

We have here, therefore, a report formulated by two men at 
one meeting. 

Now, coming down to the gist of the report, we find in the 
second paragraph this language: 

"It is obvious that the present laws make it difficult, if not impooible, for 
ships under United States registry, to compete successfully with foreign-owned 
tonnage." 

Then comes this alternative statement: 

"If our country is to have a merchant marine for overseas trade, either" — 
and note the word '"either"— "there must be a modification of laws"— 
in other words, there must be a modification of the so-called Ship- 
ping Bill — ^"so that operating cost can be reduced" — ^that is the first 
alternative — ^"or there must be some wigr devised that *«>y»S"g« may be 
increased" — that is a subsidy. 
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In other words, there must be a repeal of the Shipping Bill 
or the subsidy — ^that is the alternative, as the Committee states 
it. I next refer, if you please, to the second page of this report, the 
second paragraph, where the Committee uses this language: 

*'Pln^>oiient8 of the plan"— referring to the Ship Subsidy plan— "be- 
lieve that it would be unwise to try and revise the present laws governing 
shipping, and that any attempt to try to do so would fail.'* 

Then comes this important statement: 

"If this is true, then Government aid is absolutely necessary, but the members 
of the Committee believe that an effort should be made to make our operating rules 
more nearly on a basis with competitors." 

You have the statement of the case, and you have the con- 
clusion : On page 1, there must be a repeal of the Shipping Act, or a 
subsidy; on page £, answering their own statement of the proposi- 
tion, they take position number two, as I have just read it. 

There are one or two other features of this report, Mr. Chair- 
man, to which I wish to refer. This is a rather hastily drawn re- 
port, and I am frank to say it is somewhat carelessly drawn. 
On page 2 we find this language, to which I have referred. We 
have just passed, Mr. Chairman, a protective tariff, one of the 
highest ever passed in the United States, which I am sure has the 
whole-hearted support of every member of this organization. 
The only industry neglected in that Tariff Bill was the shipping 
industry, and it was piu-posely neglected so it could be duly pro- 
tected in the present Subsidy Act before Congress. So, without the 
subsidy, shipping would be the one remaining industry in the 
United States unprotected. 

In the same paragraph, in the same form of insinuation against 
the subsidy, there is this argument: That, if we grant a subsidy 
to American shipping, there will be no way left, no possible way 
left, for our foreign debtors to practically Uquidate their debts. 
In other words, it states here in plain language that, if we sub- 
sidize American shipping, the freight money goes to American 
ships, and not to foreign ships; therefore, repeating, there will be 
no possible way left for our foreign debtors, to gain the liquidation 
of their debts to us. Or, still, in other words, we are to pay the 
money to foreign ships, so they can repay it to us to repay their 
debts. So, Mr. Chairman, the argument is that, instead of sub- 
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sidizing American ships, the inference is in the recommendation 
of the Committee that Americans shall subsidise foreign bonds. 

I could go through the report at length* but I only desire to 
call your attention further to this suggestion at its close: 



"The Committee believei tliat the question of iiibd43r is one of great in^ior- 
tanoep and that no Congresnonal action should be taken without full consideiation, 
by competent* disinterested authorities." 

Mr. President, the Bill has been before Congress, and there 
have been unending hearings both by Congress and disinterested 
parties. 

In its final conclusion the report recommends delay, and delay, 
as we all know, — or perhaps, I should add amendment — delay 
and amendment are the usual tactics by which to accomplish de- 
feat. 

Before I sit down, I have a rather lengthy message from the 
Shipping Board on the matter. I have thought perhaps the entire 
question of subsidy might come before us, and I am inclined to 
take the same view as my friend, Mr. MacMichael, of Seattle, that 
this is not a proper question for us to pass upon at this time, so I 
will rrfrain from dealing with a large part of the telegram which 
has to do with the subject — ^the telegram is from Mr. Meyer 
Lissner, who is one of the active members of the Shipping Board. 

He says in conclusion, and I will just read that, if you please: 

"The administration (referring to the Harding administration) re- 
gards the Bill (the Subsidy Bill) as vital from the standpoint of the prosperity 
of the country in peace and its safety in time of war, and further advocates the 
Bill as an important measure of economy. Without such legislation it will be 
impossible to dispose of any substantial number of ships and the Govenunent 
will be compelled to continue operating them at a loss which will increase as 
the vesseb become older, and the fact will amount to an unauthorised subsidy 
which builds nothing for the future and in the final analysis will result only in the 
wearing out of the fleet and the eventual disappearance of the American flag 
on merchant shipping." [Applause.] 

Mr. Parker: Mr. Chairman, I gather from what Mr. Sinsheimer 
has told us that he does not think much of the report. [Laughter.] 
I am sorry he does not and I am sorry that the geographical loca- 
tion of the Conmiittee is as it is. I unfortunately was the one that 
was guilty of being on a vacation at the time it was written. 

Mr. Sinaheimer: I knew you did not write it, Mr. Parker. 
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Mr, Parker: But I still think, although Mr. Sinsheimer has 
admitted that the language b plain, I still think, he misinterprets 
what I know to be the intention of the Committee, although it 
may not have been set forth clearly in the report. The Committee 
is not in any way opposed to the Ship Subsidy. It is true that parU 
of the country that are about as remote from Mr. Sinsheimer as 
they are from me do not have any real objection to it. Now we 
cannot propose to suggest how this thing shall be worked out. It 
was for that reason that we did at the end of the report recommend 
delay. As a matter of fact, we in this room are competent to take 
a bond issue and sell it but we are no more competent to devise a 
scheme to bring the industry back than we are competent to fly a 
kite. It is not in our line and we have to be very careful what 
we say about it. If we go on record definitely one way or the other 
we may get into considerable trouble. We have tried to go on 
record as definitely as we could in favor of a Ship Subsidy Bill. 
Apparently our language is not clear. That is what we meant. 
I have a telegram here from Mr. TiUotson, the Chairman of the 
Committee, which I would like to read. It has just come in. 

"The Committee believes that present htws can be amended so as to reduce 
operating cost, thus permitting American ships to compete. If this is not the situ- 
ation, probaUy subsidy is not necessary. If it is, believe that Government should 
first retire from business. Then consideration can be given to some form of subsidy. 
No subsidy bill will add to available cargo." 

Right in the last line you have the sum and substance of the 
whole thing. You have a lot of ships of no more use to you 
than to a blind man if you have nothing to carry in them. The 
subsidy bills, or any other kind of thing, will not of necessity create 
cargo. When you have your international relationships straight- 
ened out; when you have exchange somewhere near normal and 
you get back to normal times when there is a flow of commodities 
from this country and commodities need a great many ships to 
carry them, then you will have a basis on which you can sit down 
and talk about the proposition of ships. But untU that time comes, 
ship subsidy bills, or whatever methods are set up, are going to be 
highly theoretical, and in the practical school of experience of 
operating ships there is a very great likelihood that they may not 
work out at all. Under our present laws we cannot compete with 
the foreigners. They can operate their ships, at a per-ton cost, way 
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under ours, and, while those conditions continue to exist, it is 
going to be a very difficuk thing to get American shipping back 
on anything like a paying basis. The subsidy is the natural way 
to do it. It has advocates on both sea coasts. It has oppo- 
nents throughout the Middle West. There is the situation as 
you have it. I am sorry the Conmiittee's report is not clearer. 
They did the best they could. They started something, but, ap- 
parently, they could not finish it. [Applause.] 

Mr. MacMichad: I hope that, if I ever have the honor of being 
chairman of a committee of this organization, Mr. Sinshdmer 
wiU not be present when the report is read. However, his motion 
I think is entirely too negative. We are on record before this 
country, through the newspapers, as being opposed to a ship sub- 
sidy, and merely to receive this report, striking out from it all 
reference to ship subsidy, I think is too weak. Now, it was not 
with any sense of unfriendliness to the Committee that I suggested 
that we decline the report. That was an unprecedented sugges- 
tion, perhaps, in this organization, but it seemed to me the only 
way that we could make clear that that report did not embody 
an expression of opinion of this organization. To adopt a report 
merely that eliminates all reference to a ship subsidy, it seems to 
me will not counteract the position into which we have been 
thrown. I have not wanted to see this organization go on record, 
one way or the other, with regard to a ship subsidy, but I do think 
that we should do something here which will make it clear to the 
newspapers of the country, and through them to the country, 
that we are not opposed to a ship subsidy. 

Mr. Watson (Hayden, Stone & Co., Boston) : In connection with 
what Mr. Parker said I have a wire here from Mr. Stone, which 
I will read: 

"At present Ward line b&s freight «hip8 owned by it at idle andiorage in 
Hudson River and other places, and performs its West Indian service with char- 
tered European ships. This fact is eloquent testimony to the burden of present 
navigation laws as affecting freight transportation. My judgment is confirmed 
that either radical modification of present navigation laws must be accomplished 
or American shipping impossible in international trade without subsidy. Do not 
believe that navigation laws can be sensibly modified and am inclined to expect 
gradual approximation of foreign shipping laws to ours because of international 
labor union efforts. Believe subsidy absolutely essential during what I hope wiU 
be transition period if American shipping b to remain on the international 
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Now, I have a letter from Mr. Baymond, the President of the 
Clyde Line, saying that the Bill has been considered quite care- 
fully in many quarters: 

"IVesideiit Harding's Shipping Subsidy BiU was carefully framed last winter 
by Shipping Board experts and senators of Committee on Commerce and Merchant 



Introduced February twenty-eighth and carefully examined and revised 
by Congressional committees and favorably reported to the House June sixteenth. 
No previous Shipping Bill half so carefuUy studied. Measure formally approved 
by Chamber of Commerce of United States, National Association of Manufac- 
turers, Chambers of Conunerce and Boards of Trade of New York, Philadelphia, 
Chicago, and other principal cities of country. Not one business association con- 
sidering Bill has thus far failed to endorse it. See action of American Bankers 
Association approving the President's policy. BiU is unitedly supported by genuine 
American shipping companies and ship-builders. Most powerful measure ever 
offered for merchant marine. Total cost of subsidy thirty million dollars per annum. 
Present operating loss of shipping board fifty millions per annum. Will save 
Government large sum every year. Navigation laws revised and modemissed two 
years ago by expert commission is now waiting action of Congress. Delay on 
Shipping Bill will simply play into hands of foreign ship-owners and LaFollette 
and other champions of Government ownership and operation." 

The President: Does anyone else want to be heard before we 
put this motion? [Cries of question, question.] 

Mr. HenroHn (Hallgarten & Co.» New York) : Do I understand 
that we asked in this report that the Shipping Board go out of 
business as soon and as quickly as possible? 

A Delegate: Yes. 

Mr. Henrotin: I think we have heard a great deal of the Far 
West objecting to this report, and we haven't heard anything from 
the Eastern men at all, and I don't know whether the Middle 
West, as they say, is absolutely against the subsidy. I question 
that statement. I think there is a tremendous lot of problems 
here, and I think if we could get rid of all of them and not enter 
into any of them, we would be very much better off. 

The President: Is there any further discussion? Are you ready 
for the question? It has been moved and seconded that the 
report of the Committee be accepted with the exception that all 
reference to the subsidy be dropped from it — is that the sense of 
the motion? 

A Delegate: No, that the report be received. 

The President: Received, not adopted — received. All those 
in favor say "aye." (Ayes.) All contrary, **no.'* (Noes.) Speak up 
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loudly so we can tell whether we need a cxmnt. All thoae c^ 
posed say **no/' (Noes.) 

Evidently carried by a large majority. 

We have with us today Ciq>tain Penet, who repiesoits the 
Minister of Public Works of France. Throu^ the courtesy of 
Captain Ferret and the Fk-ench oflidals, a trip of our members was 
arranged to France last year. Mr. Boss, who was on that trip, is 
present, and I am going to ask him if he won't introduce Ci^tain 
Ferrett with any appropriate statements which he cares to make. 
[Applause.] 

Mr. Rom: Mr. Freadent and members of the Association: 
Last ^ring, as you all know, a very courteous invitation was ex- 
tended to us through Captain Ferret by the ministers of Finance 
and Foreign Affairs to send a dd^ation of members of this 
Association on a survey of France. A total of about forty accepted 
that invitation. We were received with the most wonderful ex- 
ample of French hospitality and courtesy. Tliroughout the whole 
country we were entertained by the chambers of commnce, by 
the mayors of the cities, and by the leading bankers and f oranost 
business men; and we were given every opportunity in the world 
to obtain a clear idea of France's position, economically, finan- 
cially and politically, particularly in regard to international affairs, 
which, today, are of so large moment to all Europe. 

I do not think that we could possibly express too strongly 
the appreciation which the members of that delegation felt for 
the remarkable opportunity given them to see, at first hand, the 
grave problems in which France's part is so large. We came back, 
aU of us, with a f eeUng of sympathy and a feeling of confidence in 
France which nothing else could have given to us so f uUy. Captain 
Ferret made the arrangements for us. It was largely due to him 
that the trip was so wonderfully successful, and I think that all 
of those going and those who have benefited by the result of 
his work owe a large debt of gratitude to him and to his govern- 
ment. Captain Ferret. 
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CAPTAIN PERRET— FRANCE 

It is a real pleasure to find myself among you and to have the 
opportunity of giving you some idea of the French point of view 
as regards the importance of the recent Investment Bankers 
Association's trip to France. 

Although I have not the honor of being a colleague, still I feel 
myself among friends, as is most natural for us Frenchmen. 
Enthusiastic as I am about France, the trip from New York to 
San Francisco, which, by the way, is my first, has given me an 
idea of the size, beauty and varied development of the United 
States which I never had before, and which I would like to carry 
back with me and give to my countrymen. 

This trip has even more firmly convinced me of the necessity of 
traveling if one wishes to intelligently understand the people and 
appreciate the resources of a nation. 

It is not my rAle to report officially the result of the Investment 
Bankers Association of America's trip to France to this Conven- 
tion; I am, however, the first to admit that there is considerable 
room for improvement in the arrangements made this spring, but 
which have already been rectified in the plans of the proposed 
trip for 1923. 

You of that hardy group of investment bankers who went forth, 
bent upon the discovery of my country, have blazed a real trail 
for which we, of France, are most grateful, and which, we sincerely 
trust, will become a broad highway of financial and commercial 
understanding between the two countries. However, all was not 
hardship; and, as I have learned from reliable sources, there were 
many moments of relaxation, when our explorers could enjoy 
and pass judgment upon the excellence of many products of French 
soil. 

There is, however, another side to this picture. The bankers 
did not make of their voyage merely a sight-seeing trip. They 
considered it, first of all, a ^lendid occasion for them to study a 
country, which, for many reasons, I am proud to say, is dear to 
them. 

One thing which inspired the original suggestion that a group of 
American bankers would study at close range the conditions 
existing in France, was the fact of our having placed in America 
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hundreds of millions of dollars of French securities which are now 
held by your clients. 

I understand that at each flurry in the political situation some 
disturbance takes place in the minds of investors holding foreign 
securities. This can be allayed by such investment bankers as 
have closely studied the situation or have had personal contact 
as was afforded by the trip of last spring. 

The French people are very appreciative of the attitude which 
was taken by the bankers in the course of their trip. They know 
how important it is for them to be well known by America, and 
they consider themselves fortunate when representative Americans 
honor them with a virit. Your bankers have seen France at work, 
and I hope that they have also had, here and there, a gUmpse of 
France at play. They have seen that reconstruction is not a mere 
word, and when they hear now of the amounts which have been 
spent on reconstruction work, they will know that the 90 billions 
of francs which the people of France have already provided to 
rebuild their northern provinces, have been spent wisely. 

The investment bankers, I trust, have at least brought from 
France a vision of untiring labor which should permit the greatest 
confidence in the future. 

Plans have been drawn up for a repetition of this trip in 1923, 
which, I hope will meet with your approval, and which will include 
a visit to Algeria, one of the richest of French colonies lying only 
SO hours distance from Marseilles. 

The following Committee has been formed in Paris to take 
charge of the arrangements for next year: 

Pabib CoMMirrBE for the Reception of the IiirvESTiasNT Ba.nkebs 
Association and Obganizebs of theib Toub in Fhance in 192S 

Femand David, Former Minister of Public Works, President. 

Defert, Pk^dent, Touring Club of France. 

Dal Pias, President, French Line. 

Lehideaux, President of the Syndicate of Paris and Provincial Bankers 

Baron deNeuflize. [ R^^ts. Bank of France. 
Ernest Maillet, S 

Jacob, President of the Syndicate of Stock Bankers of France. 
Paul Fatzer, Manager, National City Bank, Paris. 
George Hebman, Manager, Guaranty Trust Co., Paris. 
H. H. Harjes, Morgan-Harjes and Company, Paris. 
Fisher, Administrator Delegate, Bankers Trust Co., Paris 
Stephan E. Kahn, Manager, Equitable Trust Co., Paris. 
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I have been given the very pleasant mission to thank in behalf 
of the Ministiy of Public Works and of the Ministry of Finance 
the Investment Bankers Association of America and its President, 
Mr. Beebe, for their friendly co-operation in making possible such 
trips. 

I am authorized to say that the French Government is giving 
this movement its hearty support and everything will be done to 
make the stay of such of you as may go to France next year most 
pleasant and instructive. 

Gentlemen, I want to read a cable which I have received four 
days ago. This is a translation of this cable which I received from 
the Ministry of Public Works. It is an extract of a letter of 
October 2 from President Poincar^ to the President of your 
oi^anization: "Have followed with great interest the success of 
the mission of the Investment Bankers Association of last season. 
I am happy to address to you my hearty encouragement for the 
oi^anization of another mission. Please transmit my thanks to 
the prominent American organizers, especially Mr. Beebe, the 
President. " Signed *' President Poincar^. '' [Applause.] 

Now, Mr. President, I do not want to interfere with the organi- 
zation for next year. There is a committee already formed in 
Paris. I would say that, if you judge it useful and convenient to 
have a committee formed on this side, I would very gladly act as 
a liaison between the two groups. 

The President: Captain Perret, we are very much obliged to 
you for attending our meeting here. We are very glad to have had 
you with us on this trip. It is the least that we can do in order to 
show our appreciation of what your country did on behalf of the 
trip planned by our organization. 

I am sure that my successor in office, who will take his office 
tomorrow, will be very glad to co-operate in the same way that I 
did and will be very glad to avail himself of your services. I might 
also say at this time that Mr. Hartigan of the Bankers Trust 
Company was also very kind and made it very much easier for 
both Captain Perret and myself to arrange the details of the 
previous trip, and I know he would be also very glad to co-operate 
on any additional trips that might be arranged. Captain, we 
thank you very much. [Applause.] 
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THUKSDAY SESSION 

OCTOBER It, 1988 

The President: The first item on the program is reports of 
the Groups. The first is California. Mr. Dibblee. 

REPORT OF CALIFORNIA GROUP 

Mr. DUMee: The administration of the affairs of the Group is 
vested in an Executive CammiUee composed of the following ten 
members: 

Benjamin H. Dibbi^ee, Chairman Robebt Hunteb 
Ctbus PEmcE, Vice Chairman J. E. Jabdine 

F. B. Shebman, Secretary R. H. Moulton 
H. S. Boone LeRot T. Rtone 
J. W. Edminson G. C. Stephens 

In addition, Mr. Dean G. Witter» CaUf omia member of the Board 
of Grovemors of the National Association, is an ez-oflb»o member. 

There are in California forty-five members of the National 
Association who are all automatically members of the California 
Group. 

Six new California members have joined the Association during 
the past year. 

One m^nber, Girvin & Miller, Inc., has withdrawn from the 
Group and from the National Association, being in process of 
liquidation. 

In addition to the Executive Committee, the following regular 
committees have functioned: 

Membership CammiUee: 

B. H. Dibblee, Chairman Dean G. Witteb 

J. W. Edminson R. H. Moulton 

Legislative Committee: 

J. W. Habbison, Chairman L. B. Macket 

G. C. Stephens 

Fraudulent Advertising Committee: 

Dean G. Witteb, Chairman B. H. Dibblee 

H. S. Boone 
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Taxation CommiUee: 

L. B. Mack£t» Chairman Prescott Scott 

Horace Bbown 

In addition to these committees, a Convention Committee was 
appointed to plan the 1922 Convention at Del Monte, of which 
Cjrrus Peiice was made Chairman. Various sub-committees were 
appointed by this Committee, the chairmen of which are as 
follows: 

Hotel Committee: Eniertainment Committee: 

Dean G. WrrrER L. T. Rtone 

Automobile Committee: Del Monte Entertainment Committee: 

H. L. Mack 6. C. Stephens 

Transportation Committee: Ladies* Entertainment Committee: 
Ctbus Peirce Mrs. Jambs Jenkins 

Cro(f Committee: Las Angeles Entertainment Committee: 

R. E. Hunter R. H. Moulton 

Hunt^g & Fish* g Committee: Reception Committee: 
H. H. Fair James Jenkins 

Finance Committee: Publicity Committee: 

Chas. R. Bltth Guy R. Kinsley 

Practical Operation 

There have been no meetings of the Group since the annual 
meeting on December 9, 1921, although the Executive Committee 
has met on an average of about twice a month. In addition, the 
Convention Committee has met frequently, and regular committees 
on Membership, Legislation, Fraudulent Advertising and Taxation 
have met as required. 

On the whole, the organization has worked smoothly. However, 
owing to the fact that the distance between San Francisco and 
Los Angeles — ^about 475 miles — is so great, it has been impracti- 
cable to hold full meetings of the Executive Committee. This has 
resulted in the suggestion that it might be advisable to form 
Northern and Southern California Groups. The problems, however, 
with which these Groups would have to deal would be the same. 
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and» as all of the larger California dealers have offices in both, San 
Francisco and Los Angeles, it would, in my opinion, be a mistake 
to form two California Groups. It is possible, however, that 
larger representation on the Executive Committee should be given 
to Southern California. 

WoBK Undertaken 

Membership CommiUee 

The following new members have been elected to the National 
Association and ipso facto as members of this Group during the 
past year: 

Howard G. Rath Pinckard, Shaughnessy & An- 

Company derson 

McDonnell & Company Ernest S. Tanner & Company 

Wm. Cavalier & Company G. E. Miller & Company 

Leffislatiee CommiUee 

Owing to the fact that the State Legislature has not been in 
session during the past year, the only important work which this 
Committee has undertaken has been certain litigation to cure a 
temporary default in the principal and interest payments of bonds 
issued by Yolo Reclamation District No. 900. The cure of this | 

default was accomplished within ninety days after the litigation 
was started, and no further trouble is anticipated. In one or two 
other cases temporary defaults, such as the Provident Reclamation 
District and Compton-Delevan Irrigation District were handled 
without recourse to legal procedure. 

The State Legislature will be in session next January, and in 
all probability this Committee will have important legislation to 
consider during the coming year. 

Fraudident Advertising CommiUee 

This Committee has had the problem of eliminating fraudulent 
advertising from newspapers. Although it has taken up the matter 
with the newspaper publishers, with the Better Business Bureau 
of the San Francisco Advertising Club, and with the Corporation 
Commissioner of the State of California, it has met with little 
success. It is the opinion of the Committee that the only way 
fraudulent advertising can be kept out of the papers is by dealers 
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withholding financial advertising from newspapers which publish 
questionable advertisements. 

Taxation Committee 

As the State Le^lature has not been in session during the 
past year, there has been little for this Conmiittee to do. It did, 
however, succeed in convincing the officials of the city of Stockton 
that a measure was unconstitutional which contemplated taxing 
bond salesmen. 

Convention Committee 

The most absorbing work of the California Group during the 
past year, and particularly during the last six months, has been 
the consummation of the plans for the 1922 Convention. This 
work has been ably directed by Mr. Cyrus Peirce, Chairman of 
the Convention Committee, in co-operation with the many mem- 
bers of this Group who have given freely of their time. 

Recobimendationb 

As investment bankers frequently act in a semi-fiduciary 
capacity, I am convinced, based on our experience here, that it 
should be the function of the various Groups of this Association, 
not only to establish the highest standard of ethics in the business 
of investment banking, but also, in so far as possible, to see to it 
that the minimum capital requirement which is a prerequisite to 
membership, shall be maintained through members filing periodi- 
cally confidential statements of their financial condition, certified 
to by approved accountants. Thus each Group, without attempt- 
ing to guarantee the financial standing of its members, would 
nevertheless a£Ford reasonable protection to its members as well 
as to the investing public. Our Association now requires that 
before being admitted to membership, each applicant shall have 
at least $50,000 of capital. I believe that ample capital should be 
a prerequisite to continuance of membership, as well as to ad- 
mittance to membership. 

With the above end in view, the Executive Committee of the 
California Group recently appointed a sub-committee to devise 
ways and means for keeping a check on the financial condition of 
its members. 
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The Prerideni: The matter wUA tias repott oonoenis itaelf 
with in its princiiMd phase is one which the AsaociatiOD has been 
watching and tiying to do something with for some years. It will 
be recollected that the so-called Syndicates Agreement Conmiittee 
and the Bnnness Practice Committee have been woridng and toid- 
ing towards that end. The Board of Governors have fdt that these 
local nttiations should be largely controlled and such action taken 
as the local members themselves were willing should be taken. 
Always, of course, within the limits of theOnistitutionand By-Laws 
of the National Association and the Groiqis. I mi^t add that I 
think the tendency is to draw the lines titter all the time, and I 
think that we can gradually tend to avoid any such untoward 
incidents as have happened in one or two cases. 

The next report b that of the Central States Group. Mr. 
Stevens, its Chairman, is not here. Is Mr. Frank McNair in the 
room? We will pass that for the time being. The nert is the 
Eastern Pennsylvania Group. Is Mr. Stokes, the Secretary, here? 

The Secretary: I have their report, Mr. Chairman. 

The President: I think that the reports of those who are not 
prepared to present them in person can be put into the form of 
a bulletin later and the information distributed in that way. 

The Michigan Group? 

The Secretary: They have a report. Mr. Moore is not here at 
present. 

The President: Mr. Browning. 

A Delegate: He left this morning. 

Mr. Osgood: Mr. Clippinger, of the Central States Group, I 
think b here. 

The President: The Minnesota Group — ^Mr. Wakefield. 

REPORT OF MINNESOTA GROUP 

Mr. Wakefield: Mr. President and Gentlemen : The Minnesota 
Group was organized in August of 10£0, along the standard form 
of the Association, operating with an Executive Committee, and a 
Legislative Committee, a Committee on Business Plractice, and 
a Committee on Fraudulent Advertising. During the last year we 
have held three meetings of the Group, which consists of 82 
members. We have in our membership in Minnesota every one 
who is a member of the National Association. 
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The first meeting we undertook was a meeting which followed 
the Convention of last year, which was devoted to a discussion of 
the proper set-up of a municipal circular, and it resulted in some 
beneficial changes, in our conmiunity. 

We have through our Publicity Committee or the Fraudu- 
lent Advertising Conmiittee accomplished a great deal in Minne- 
sota. The Twin-City houses undertook to run the advertising 
that the Milwaukee Group put on, consisting of about twelve 
advertisements, cautioning people concerning the selection of in- 
vestments. 

The Conmiittee has also, through the assistance of the Federal 
Reserve Bank, prepared and distributed 10,000 posters which 
are posted throughout the State in the local banks, asking people 
to be careful of the source through which they purchase invest- 
ments of various kinds. 

The Fraudulent Advertising Committee has also aimed to get 
the very close co-operation of all the newspapers in our district, so 
that they now annoimce publicly in their adverUsing columns 
that they are scrutinizing every financial advertisement, and I 
think they are, because we have had practically no advertisement 
that was questionable in some months. 

The Legislative Committee has imdertaken a pretty large-sized 
job. The Committee has recommended the revision and modifica- 
tion of the chapter on municipal indebtedness in the Minnesota 
statutes, which chapter has been voluminously amended, so much 
so as to become quite complicated. Upon authorization of the 
Group, Mr. James £. Dorsey, of the law firm of Lancaster, Simpson, 
Junnell & Dorsey, was retained for the purpose of preparing such 
a revision, which, if satisfactory, will be presented to the 1923 
legislative session with recommendation for its adoption. 

I have come to feel that the Group organization offers the best 
opportunity for the Association to accomplish results of anything 
yet devised. That is, I think that the committees of the national 
Association, if they will stir up the Groups and ask their assistance, 
give them something definite to do along the lines which they 
have brought out and want to accomplish, can get very material 
results from the Group organization. 

The PreMent: Mr. McNair, can you give the report of the 
Central States Group? 
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BEFORT OF CENTIUIL STATES GBOUP^ 

Mr. McNair (Harris Trust & SavingB Bank, Oiicago): I 
haven't anytliing very tangible, Mr. Preadent. I did not under- 
stand it was desired. I think it is veiy pnq[>er to say, however, 
that there is a very satisfactory interest in the Group on the part 
of the members. Meetings have been hdd r^ukrly, and decided 
progress has been made in the operations ct the Groiqi. I 
believe the Association can count on the continued and active co- 
operation and interest of the Groups. 

The President: I think the members are all very much interested 
in knowing whether or not the Groiqi organization is linking the 
members more closely together, and making it easier to handle 
local legislative and ethical problems that come up. 

Mr, McNair: Ithinkthereisno question aboutit, Mr.Fresident. 
I happen to work somewhat closely to the Group, and my own 
impression is, as I understand the wishes of the Association, that 
the Groups are very distinctly carrying out those wishes, and that 
the Group oi^anization is a well-knit and effective operating body, 
on which the Association can count as units continuing to cany 
out its wishes. 

The Prerideni: The New England Group, of which Mr. Jewell is 
Chairman. 

REPORT OF NEW ENGLAND GROUP 

Mr. Jewell (Ck>ffin & Burr, Inc., Boston): The New England 
Group was organized in Mareh 1921. Membership now includes 
practically all of the eligible firms and a lai^ proportion of 
branch offices. The only formal meeting of the entire Group 
was the annual meeting last faU, which elected officers and lis- 
tened to committee reports. During the winter and spring there 
was a series of Group luncheons at intervals of about six weeks, 
beginning at 12:50 p.m. and ending at 2:00 p.m. The speaker at 
each of these luncheons discussed some topic of interest to the in- 
vestment bankers. An average of about 125 men attended. The 
Executive Committee has held a number of meetings. 

Shortly after organization last fall the Business Practice Com- 
mittee was given authority to hold hearings in connection with 

* See page 256, 
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practices thought to be detrimental to the best interests of the 
Association; was granted full power to pronounce judgment, and 
to recommend punishment deemed proper, including exclusion of 
o£Fenders "from future participation in syndicates of members of 
the Association for such time as it may believe fitting. '* Obviously 
the infliction of punishment cannot be enforced, but the knowledge 
that the Conunittee possesses these broad powers, of which the 
membership was informed, we believe to have been salutary. In 
the only instance coming officially to the attention of the Com- 
mittee, the offending organization made complete reparation. 
Another salutary incident was the dropping by one of the larger 
originating houses of an offending member for price-cutting from 
syndidate participations for six months. Information as to the 
latter, omitting names, was sent to all members of the Group. It 
would be our judgment that in the New England territory respect 
for the Golden Rule, which includes syndicate agreements, is 
encouragingly returning. 

We had planned to pattern our handling of fraudulent advertis- 
ing on the scheme adopted by the Central States Group, and at 
one of our first luncheons had as a speaker Mr. James A. Davis. 
Representatives of the press were present and as a result the news- 
papers of Boston shortly thereafter voluntarily cleaned up, to an 
almost Ivory Soap standard of piuity, their financial advertising. 
In fairness it should be stated that most of the newspapers even 
previous to that time had been running clean pages. 

At about the same time the Boston Better Business Commis- 
sion was organized, its principal function being the elimination of 
fraudulent merchandise and securities. In view of the strong 
backing it was receiving, the Group decided to throw in its lot 
with the Commission rather than organize a special Bureau of its 
own, which we were contemplating. Individual houses contributed 
substantially in underwriting the Bureau, which is now in opera- 
tion, and which is working closely with the Public Utilities Com- 
mission which has jurisdiction over the Blue Sky Act and which 
is receiving excellent co-operation from the District Attorney's 
office. A report on these activities, more in detail, is in the Re- 
port of the Fraudulent Advertising Committee. 

The Group Legislative Committee was active in connection 
with improvement of the Massachusetts Blue Sky Law and is also 
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preparing suggestions for revision of the laws governing the 
investments of savings banks in Maine and Massachusetts. The 
Commissioners of these two states wrote individual houses for 
recommendations, and when it was proposed that the Investment 
Bankers Association of America Group Legislative Committee 
co-ordinate the views of the various houses, the proposal was 
cordially welcomed by the two Commissioners. 

The only social activity of the Group is that incident to the 
luncheons, but annual Golf Sunday on Cape Cod, outside the 
jurisdiction of the Group but managed by houses active in it, 
plays an important part in developing the personal relationships 
among a very considerable number of men in the business. 

The President: New Orleans and South Central Group, Mr. 
Thorn, Chairman. 

The Secretary: I have a brief report from him. 

The President: Do you want to make the report, Mr. Dane? 

REPORT OP NEW ORLEANS AND SOUTH CENTRAL 

GROUP 

Mr. Dane (Marine Bank & Trust Co., New Orleans) : Mr. Chair- 
man and Gentlemen: I have a report from Mr. Thorn which I will 
read first and then there are just two or three little things I want 
to say: 

The organisation and set-up of our Group are along the gen- 
eral outlines suggested by the national Association. We have a 
Chairman, Vice Chairman, Secretary-Treasurer and an Executive 
Committee, making up the active working force of our organ- 
ization. We have Group meetings every few months, usually at 
dinner or luncheon, at which time reports are made and sugges- 
tions received. 

In response to your second query, as to the practical operations 
and difficulties, if any, with the present set-up, we wish to say 
that we have experienced no difficulty whatever in this res{>ect. 
We have found, however, that where special Committees were 
appointed to look after certain particular operations of the 
organization, as a rule, the principal work has devolved upon 
the Executive Committee and the active officers. Several of our 
Committees, however, have functioned efficiently, particularly the 
Legislative Committee. 
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Regarding your third question, outside of combating some 
unfavorable State legislation, in which we were successful, our 
general work during the past year has been along the lines of 
promoting a more fraternal feeling of co-operation among the 
dealers in our Group, and in broadening the activities of our 
Group, which has been extended now to include all of Alabama, 
Mississippi, Louisiana and Southeast Texas; our territory up to 
this time having been confined to the city of New Orleans. We 
have endeavored during the past year to interest dealers in the 
foregoing states to join the I. B. A. of A. and to become members 
of our Group, with fair success, and we look forward to continued 
expansion along these lines. 

As to reconmiendations, we have none to make at this time. 

Now, just supplementary. Gentlemen. After the New Or- 
leans Convention, last year, we were a little afraid that the in- 
activity that followed the great activities preceding the Con- 
vention, the arranging of details, etc., might cause interest in 
our Group to go down, but this was not the case. As a matter of 
fact, our Legislative Conmiittee kept on the job. The Commit- 
tee was successful the year before, with the assistance of the Legis- 
lative Conmiittee of the Association, particularly Mr. Dysart, in 
putting into our Constitution some municipal laws, written by Mr. 
John Thompson of New York — ^laws that probably are as good 
as any in the Union. This last year we had a socialistic bunch 
of legislators — I think a good many of our states have had the same 
experience lately — ^and our Legislative Committee was right on the 
ground all the time, up in Baton Rouge, assisted by the Louisiana 
Bankers Association, and they really did very good work. We 
have Fraudulent Advertising and Advertising Committees, and 
they have been functioning very successfully, too. Li fact, the 
New Orleans newspapers have practically left to our Committee, 
the selection and the passing on of all advertisements that are 
presented to the newspapers on bonds and stocks. Now, we have 
had one unfortunate experience during the past year that a great 
many of you are familiar with, some perhaps not, and that is the 
death of our former Chairman, Mr. P. H. Wilkinson, of the Hi- 
bernian Securities Co. 

Our Group is expanding. We have always had a very fine spirit 
of co-operation among the members down there, and it has been 
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materially helped fay the New Orleans Gioop. There is no dis- 
sension, everybody is polling together, and I think, 1^ this time 
next year, we are going to have this big territory of oors, Trfwiiaaana, 
Misflosrippi, Southeast Texas and Alabama pretty weD organised, 
and we are going to try to put through, some of these days, some 
good bond laws in the State of Alabama. [A]^lause.] 

The Predieni: The New York Group, Mr. Sinclair, Chairman. 



REPORT OF NEW YORK GROUP 

Mr, Sindair: Mr. President and Gentlemen: The New York 
Group was organised about two years ago, the organization con- 
sisting of the Chiurman, Vice Chairman, Secretary-Treasurer and 
six other members of the Executive Committee. 

The Group has functioned satisfactorily in handling legislative 
problems affecting the membership and the Le^lative Committee 
is entitled to the thanks of the entire Association for its active and 
effective work in Albany during the 1922 session of the Legislature. 
The members of the Legislative Committee appeared before the 
Banking Committee of the Legislature; presented our views in 
regard to all bills which affected the welfare of our members 
and no legislation inimical to our interests was passed. 

We have almost every year at Albany, New York, a great many 
bills which are introduced affecting the welfare of the investment 
bankers; there is almost constant pressure to place those of us 
who are in this business under the supervision of the banking 
department, entailing auditing and inspection of the books and 
as complete supervision over the stock broker and the investment 
dealer as there is over the incorporated bank and trust companies. 
We do not feel that such supervision is necessary or wise and we 
have to be on the job pretty closely all the time to keep bills of 
that sort from being passed. I think we will have more legislation 
of that sort proposed at this next session of the Legislature than 
we have ever had before, on account of the bucket-shop failures 
which have been very prevalent in New York on the rising market. 

I also think that the Business Practice Committee has been of 
benefit to the members. We have disagreements at times amongst 
ourselves, and it has proved an efficient and effective committee 
to go before and settle those differences amicably. 
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Out of the 150, or about 150, houses in New York City which are 
members of this Association, only about 100 have joined the New 
York Group. We have had a Committee call upon the others a 
number of times and urge them to join» but they seem reluctant 
to do so. I don't know why it is, but they won't join. I think there 
is a lack of knowledge on the part of some of them as to the work 
there is to be done there and how important it is that it should be 
done. So the succeeding administration will have a task on its 
hands in this direction, and I hope will be able to get in line these 
members now outside the Group, which I have not been able to do. 

The existence of the Group is, in the opinion of your Chairman, 
most necessary to present the views of the Association to public 
officials, when legislation is proposed which affects the welfare of 
our members and clients, and this work alone is of sufficient impor- 
tance to justify the support of all members in Group activities. 

I thank you. [Applause.] 

The President: We will hear from the Northern Ohio Group, of 
which lir. P. T. White is Chairman. 

REPORT OF NORTHERN OHIO GROUP 

Mr. White (Cleveland Trust Co., Cleveland): Mr. President 
and Gentlemen: The past year has been very active and inter- 
esting for the members of the Northern Ohio Group. 

The Group has held two meetings, at which all of the members 
were invited to attend, and the Executive Committee has held 
frequent meetings as questions of importance arose needing its 
attention. 

I wish to refer to the work which has been done by three of the 
Committees of our Group, namely — ^the Legislative Committee, 
the Committee on Fraudulent Advertising and the Committee on 
Syndicate Methods and Ethics. 

The Conmiittee on Legislation took an active part early in the 
year in the preparation of a Tax Amendment and a Debt Limita- 
tion Amendment, which will appear upon the ballots, to be pre- 
sented to the voters of Ohio at the November election. We are 
all very hopeful for the success of these amendments and that the 
Tax Amendment will be the conveyance by which classification 
of property for taxation will be devolved in Ohio. 
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Our Committee on Fraudulent Advertising has kept closely in 
touch and co-operated with the Better Business Commission of the 
city of Oeveland. It was the opinion of the Executive Committee, 
and also the Committee on Fraudulent Advertising, that better j 

results could be accomplished by co-operating with this Better 
Business Conmiission. The results accomplished in the city of 
Cleveland are so important that I would like to make reference 
to them in this report. 

The Cleveland Better Business Commission was organized as an 
agency of The Cleveland Advertising Club, and it is supported by 
bankers, investment bankers, merchants, manufacturers and lead- 
ing business men of our city. The entire work of this Conmiission 
is being directed to prevent our community from being per- 
vaded with worthless securities. Results of inestimable value to 
honest business have already been produced, and the Commission i 

is continuously enlarging its scope of contact with the small 
investor throu^ its campaign, for which its slogan is, "'before 

YOU INVEST — ^INVESTIGATE." 

The industries and the merchants of Cleveland were easily 
interested in the campaign to induce the small investor to in- 
vestigate first, and saw the value of preventing the earnings of 
their employees being dissipated. Employees are being requested 
by the industry or store to refer to a designated executive all 
offers by security salesmen, which executive will obtain a re- 
port of the Better Business Commission on that company. Facts 
are reported as found by the Commission's investigation. No 
attempt is made to advise, but if the security is speculative, 
the report goes so far as to express that opinion, together with a 
few general remarks regarding points the small investor should 
keep in mind when contemplating the purchase of speculative 
securities. 

The leading newspapers have fallen in line with the work. They 
contribute to the financial support of the Commission, and co- 
operate to prevent the publication of unreliable financial adver- 
tising in their columns. Many advertisements, which the Com- 
mission's investigation has proved to be unreliable, have been 
refused by these newspapers. 

The Commission is continually alert for violations of the Blue 
Sky Law. Their files are turned over to the prosecuting attorney 
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where indications of violations appear. Numerous indictments 
and convictions have resulted from such investigations. 

The most constructive feature of the work is the slogan, 
"before tou INVEST — INVESTIGATE," and this not being copy- 
righted, the Northern Ohio Group of the Investment Bankers 
Association of America oflFers the suggestion that a simihir slogan 
be adopted by other Groups of the Association. 

I have referred at length to the work done by the Better Busi- 
ness Commission of Cleveland, because of the close association 
which our Committee on Fraudulent Advertising has had with it, 
and we feel that its work bears such an important relation to that 
of investment banking that work of this kind should be assisted 
and encouraged in every important city of our country. 

At the meeting of the Executive Committee held June 9, 
1922, a resolution was adopted authorizing the Committee on 
Syndicate Methods and Ethics to investigate and punish infrac- 
tions of rules by the members of our Group. Immediately after the 
adoption of this resolution, the Committee met and agreed upon 
a program for rigidly carrying out the purposes of this resolution. 
All of the members of the Group have been notified of the adoption 
of the resolution, and the Executive Committee is hopeful that, 
with the action which has been taken, infractions will be practi- 
cally eliminated by members of our Group. 

I regret to say, that all of the members of the Investment 
Bankers Association of America in our district are not members of 
the Northern Ohio Group. Our Membership Committee, how- 
ever, is planning a campaign this faU, and we hope that the re- 
sult of the campaign will be that every member of the Invest- 
ment Bankers Association of America in our district will be taking 
an active part in the affairs of the Group. 

The President: The Ohio Valley Group. Mr. Friedlander, the 
Chairman, I think is here. 

REPORT OF OHIO VALLEY GROUP 

Mr. Friedlander (Cincinnati): Mr. President and Gentlemen: 
The territory covered by the Ohio Valley Group of the Investment 
Bankers Association of America comprises the southern portion 
of the State of Ohio, the cities, of course, being Cincinnati, Colum- 
bus and Dayton. 
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The membership consists of 31 firms, each firm in turn desig- 
nating the individual representatives who are eligible to member- 
ship. Of the Utter number there are now 61. The matter of 
nominating representatives for election to Group membership 
has, of course, provoked considerable discussion. The Elxecutive 
Committee of the Group, which is dected annually, has been in- 
sistent, however, that the nominee be a member of the firm, or in 
the case of a bank, a duly elected officer. The term ** officer" in 
regard to banks (said banks, of course, being members ci the 
Investment Bankers Association of America) has provoked the 
greatest discussion. 

On certain occasions the privilege of inviting guests, salesmen 
and heads of various departments has been extended. In the 
notice for the call of a meeting the Secretary invariably stated 
whether or not guests were to be allowed, as the case may have 
been, and we have found that the plan worked out very well. 
The initiation fee is $10.00 per firm, irrespective of the number of 
Group members from said firm. There are no dues, but assess- 
ments are levied as the occasion demands. 

At the beginning of his term, the Chairman appoints the 
following standing committees: 

Committee on Membership; 

Committee on Legislation and Taxation; 

Conunittee on Fraudulent Advertising and Blue Sky Laws; 

Conmiittee on Syndicate Methods; 

Conmiittee on Business Ethics; 

Committee on Liberty Bonds; 

Committee on Meeting, Entertainment and Transportation. 
It is, of course, unnecessary to explain the functions of the 
various committees, the titles themselves being self-explanatory. 
During the past year all of the committees fulfilled such duties as 
they were called upon to perform with a great deal of earnestness 
and zeal, and while I shall not report any specific achievements, 
realizing that they would not be of interest to this body, many 
items of importance to the local Group were handled satisfac- 
torily and expeditiously. 

The usual number of meetings took place, some with speakers 
of prominence and some without; some quite serious and some 
less so. 
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The membership, to a man, is most enthusiastic about the 
Group idea and I am sure will continue so for many years to come. 
The President: The next is the Pacific Northwest Group, and 
in Mr. Paine's absence, the Chairman, we will ask Mr. Mac- 
Michael if he won't present that report. 

Mr. MacMichad: Mr. Clark, the Vice Chairman, will present 
that report. 

REPORT OF PACIFIC NORTHWEST GROUP 

Mr. Clark (Ladd & Tilton Bank, Portland) : Mr. President 
and Gentlemen: The Pacific Northwest Group was organized 
in May, 1921, under the Constitution prepared and recom- 
mended by the national Association, its membership including 
the eligible members of the Washington Investment Bankers 
Association, which had been functioning for several years and 
whose activities terminated upon the formation of our Group. 
In January, 1922, the territory was extended to include British 
Columbia. 

During the past year three regular Group meetings have been 
held in addition to several meetings of the Executive Committee. 
All have been well attended. While our territory is very large we 
have alternated our place of meeting and the meetings have been 
held in Portland, Spokane, Seattle and the last one in Victoria, 
B. C. The duties assigned to various committee members have 
been promptly and efficiently performed, and the Group members 
unanimously feel that the organization has been productive of 
much good. 

Inasmuch as the territory included in our Group is probably 
the newest field for the distribution of bonds in the United States, 
and due to the rapid growth of the investment business in this 
section, it was deemed advisable to formulate and adopt a set of 
rules and ethics to govern the practice of members. To insure a 
thorough understanding of these rules, a booklet containing them 
was printed and distributed to the several members, and by the 
members to their entire sales organization. To make these 
effective, the Group adopted a by-law giving the Executive 
Committee power to impose penalties for infraction. A list of 
dealers in the Pacific Northwest entitled to concessions was pre- 
pared and adopted and included in the booklet. Absolutely no 
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conoessioiiB from list price on syndicate bonds are permitted to 
anyone whose name does not appear on this list, except where 
qmdicate agreement specifically includes financial institutions 
and insurance companies. The result of these activities upon the 
part of the Group has been to place our business on a higher 
plane* and to promote harmony among the members. 

At the September meeting in '\^ctoria the Group unanimously 
voted to request the Board of Governors of the national Associa- 
tion to give consideration to the matter of permitting members 
to advertise membership in the Association. Our experience in 
policing the activities of the members of our Group in the observ- 
ance of the rules and ethics mentioned above firmly convinces us 
that the machinery is already at hand to protect the use of the 
name of the Association through Group activities. Minor offences 
could be handled by the local Group, and serious cases passed up 
to the national organization for consideration. 

Due to the urgent desirability for information regarding the 
practice of orij^ating houses in respect to the issuance of interim 
certificates, and upon instructions from the Group, the Executive 
Committee addressed a letter to the principal originating houses 
throughout the country upon this subject.. The letter specifically 
inquired whether holders of interim certificates would be general 
or preferred creditors in case of liquidation of the issuing house. 
The completeness of the replies to these inquiries and the very 
evident desire of the originating houses to co-operate with us in 
furnishing full information was very gratifying. A report covering 
these replies was submitted to the Group at the September meet- 
ing, and the Executive Committee was instructed to continue its 
correspondence with the houses whose interims do not place their 
holders in the position of a preferred creditor. This information 
was not sought or given in confidence, and we will be glad to 
supply copies of the correspondence to the Secretary of any Group 
upon request. 

The Pacific Northwest Group has outlined for the coming year 
a very bu^ program. The legislatures of both, Oregon and 
Washington, meet in January, 19^. Work already done gives us 
reason to believe that the Washington legislature will authorize 
the appointment of a Commission to re-write all of the laws of 
the State dealing with the issuance and sale of municipal bonds. 
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Our organization is harmonious. Its eflforts are directed along 
constructive lines, and it is a very real and increasingly important 
factor in the investment business of Washington, Oregon and 
British Columbia. 

Mr. Osgood: Mr. President, may I ask Mr. Clark a question? 
What experience has your Group had as a result of publishing that 
list of dealers? Have you had any unfortunate experience growing 
out of that? 

Mr. Clark: Mr. Osgood, we have found that it has clarified the 
situation very much indeed. The matter of the distribution of 
bonds has always troubled us very much, particularly as to what 
dealers we should consider. We compiled this set by asking each 
house in the Group to submit a list of the people whom they con- 
sidered dealers, and these lists are given to the Executive Com- 
mittee, and the results tabulated, and the Executive Committee 
passes on each name. 

Mr, Osgood: That is a very interesting report. 

The President: I might suggest for the interest of the members, 
that I personally gave very careful consideration as to whether or 
not it would appear to be feasible for the national Association to 
run a register of dealers. I don't mean by that to make them 
members, and give them any standing, but simply to have a 
central point for the collection of this information to determine 
whether or not this, that, or the other obscure man or dealer 
could be legitimately regarded as a dealer. In testing the matter 
out, and inquiring of a good many people, we have found the 
difficulty in the East lay in the fact that a good many of the 
houses had small dealer connections at local points, and did not 
care to discuss their relations with these people. 

So that it was not deemed feasible on the part of myself and 
some half dozen others who gave careful consideration to it. I am 
not at all certain, though, that there is not the germ of a very 
definite solution of one of the most troublesome problems we have 
had, and I would recommend that the Board of Grovemors give 
careful consideration to it. 

Mr. Sindair: Mr. President, Mr. Morris Fox, one of our Gov- 
ernors, wrote me a letter just before my coming here, in which he 
asked that I suggest to the Association that clasafication of the 
dealers might be called for by having the Association announce 
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that any house which did not pay the Federal license Tax of $50 
would be considered a dealer. 

The Prendeni: I should say that was a veiy definite and con- 
crete suggestion. 

Mr. Sindair: He asked me to make that suggestion to the 
Convention. 

The Prerideni: As a matter of fact, a man who claims to be a 
dealer and does not pay the Ucense tax is violating the law, of 
course. 

Next is the Southeastern Group. I think Mr. Brogden is here. 
Will he speak for the Group? 

REPORT OP SOUTHEASTERN GROUP 

Mr. Brogden (Strother, Brogden & Co., Baltimore): We feel 
that in reporting upon the activities of the Southeastern Group 
for the year 1922 we can state that progress is being made. 

Notwithstanding the wide expanse of the territory covered by 
the Southeastern Group, stretching as it does on the Atlantic 
seaboard from Maryland to Florida, including West Virginia, 
with a membership of 35 of which 28 are located in Baltimore, we 
can secure concerted action when necessary by correspondence 
with members of committees living outside of Baltimore or with 
the total membership when Group action is necessary. 

We would, therefore, say that the organization of our Group 
need not be changed and that the practical operations are carried 
on with a minimum of difficulty. We would suggest, however, 
that it might prove of assistance if the central organization would 
act as a clearing-house to disseminate helpful work done by the 
individual Groups which may be of interest to the Association as a 
whole, instead of having this information come in the shape of 
correspondence between various Groups and thus possibly not 
coming to the attention of all the members of the Association. 

We had two Group meetings during the year, the first one of 
which was held on December 13, 1921, followed by a subscription 
dinner with an attendance of members and guests of about 300. 
The dinner was a great success and we hope that in the future 
these functions will be among the most important gatherings of 
the financial interests in this territory. 
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Our second Group meeting was held on a steamboat chartered 
for an afternoon's excursion on the Chesapeake Bay. 

In regard to the work undertaken during the year, we feel that 
much has been accomplished and the way paved for much more. 

The Membership Committee reported two additions, only, dur- 
ing the year with four awaiting action of the Board of the I. B. A. of 
A. One difficulty that this Committee encountered during the year 
arose in connection with a number of branch houses in Washington 
which were anxious to become members of our Group, but found 
that the fee required for the registration of branch houses, beyond 
the number allowed in the different classes, made the cost excessive. 
If sufficient funds for the work of the central organization are pro- 
vided by the fees of members, it may be advisable to reconsider 
the charges made for the registration of branch houses, inasmuch 
as, from the standpoint of Group action, it would be very desirable 
to have all branch houses registered, so they could become Group 
members and take part in the activities of the local groups in which 
the branches may be located, without being too much of a tax on 
the home office. 

The Committee on Legislation did very effective work in Mary- 
land assbting in forestalling legislation of the most drastic nature af- 
fecting investment banking business. In view of the agitation by 
thepressof Baltimore to subject members of stock exchange houses 
to examination by the State bank examiner, it is not improbable 
that sooner or later we will have some kind of blue sky law in 
Maryland which will meet the demands of those who feel that the 
public should be better protected against irresponsible brokers. 
It would seem advisable that the best thought of all Group members 
be brought to bear on the problem to forestall ill-considered legis- 
lation by states that might prove very detrimental to our business. 

In view of the happenings in Maryland within the last few 
months, the exposure of blind pools and several unfortunate 
failures of Baltimore stock exchange members, there can be little 
hope of preventing legislation, as was done at the last session of 
the Legislature, and therefore, we should be in position to offer a 
bill ourselves to satisfy the public demand. 

The Committee on Fraudulent Ad vertbing has not made a formal 
report, due to the fact that it is still working very hard to clean 
up the very bad situation that has arisen through the tremendous 
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growth in the operations of blind pools in our territory, chiefly 
Baltimore and Washington. We cannot say too much in praise of 
the work of this Conmiittee and of the Blue Sky Committee, Inc., 
whose operations are directed by Mr. John P. Baer as chairman, 
who is abo chairman of the Committee on Fraudulent Advertising. 

It is impossible to say how many millions of dollars these 
pools have taken out of Baltimore within the past year, but it is 
certain that, but for the energetic action of the Committee, more 
millions would have followed those than have been drawn into 
these fraudulent speculative schemes. I understand that eight 
blind pools were operating in Baltimore alone, all of which have 
been closed. It is hoped that criminal action will be secured in 
connection with some of those associated with their operations. 
We trust that similar energetic action is being taken by other Groups 
in their respective territories in order that ignorant investors can 
be protected, insofar as is possible, from frauds of this nature. 
It is easier to deal with such palpable frauds as these, than it is to 
deal with members of recognised stock exchanges, who faU to 
observe the fundamental principles of our business and thus en- 
danger the savings of thousands who go to them for financial 
advice» believing that they can depend upon the membership in 
such exchanges to safeguard them against bad practices. 

The Committee on Business Practice has aimed to inculcate 
into the investment banking business the highest standard of 
business ethics and to consider carefully complaints in conflict 
therewith. It announced as its polipy early in the year, owing 
to the reluctance of the members to make complaints, that the 
Committee would investigate of its own accord transactions con- 
ducted upon a basis contrary to the best interests of the Associ- 
ation when brought to the notice of any individual member of the 
Committee. Several such cases were brought to the attention of 
the Conmiittee and members of the firms appeared before the 
Committee and the complaints were thoroughly sifted. In these 
cases no penalties were inflicted as satisfactory explanations were 
given, but we firmly believe that the stand of the Committee on 
Business Practice, as outlined in a circular letter sent to all mem- 
bers of our Group, may have had the effect of lessening the number 
of complaints, as there seems to be a decided improvement in the 
ethical conduct of our business in our territory. 
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To further assist in this, a sub-committee is now endeavoring 
to formulate a definite code that is to be observed by our members 
in connection with syndicate participations, as we think that many 
questionable practices arose from differences of opinion as to what 
constituted a breach of ethics. Copies of the resolution as finally 
approved wiU in due course be mailed to the members of our 
Group. 

As for recommendations : we again suggest that groups prepare 
necessary bills to forestall legislation of a hurtful kind which may 
follow the failures that have taken place in some localities and 
which the conservative investment banking element cannot defend. 

We feel it might be beneficial if the central organization should 
advise all the members of the Association of any constructive work 
done by any Group in order that all the Groups might benefit from 
such activities. 

We feel that the greatest good of the Association is accomplished 
through the close co-operation and constructive work among 
members doing business in the same locality. The more banking 
houses or branch houses coming into active competition with each 
other that are members of the Group and are guided by the same 
ethics and ideas of business, the better it is for the Association as 
a whole. It might be well, therefore, to eliminate, if possible, the 
registration charge of branch houses so as to prompt all such 
branches to become members of the Group in which the office is 
situated. 

There should be no relaxation in the endeavor to impress upon 
the members of the Association the ethics governing syndicate 
transactions so that all members will readily understand what is 
expected of them in their relations to such business and to each 
other. 

Most important of all, all Group members should continue to 
bend every energy to the elimination of those who prey upon the 
ignorant investor, either through blind pool operations or through 
fraudulent schemes, and the character and standing of individuals 
applying to membership in recognized exchanges should be scru- 
tinized most carefully. 

The President: The Rocky Mountain Group will be reported for 
by Mr. Day. 
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REPORT OF ROCKY MOUNTAIN GROUP 

Mr. Day (Van Riper» Day & Co., Denver): Mr. Presid«it 
and Gentlemen: Pursuant to the request %Jt the Secretary of the 
Association, I take pleasure in submitting a report of the activities 
of the Rocky Mountain Groiq>. 

Our membership consists <rf 15 houses in Denver, and 3 in 
Salt Lake City. 

The Group has had frequent meetings during the year. AU 
committees have been working satisfactorily. There have been 
very few complaints made to the Committee on Buaness Ethics, 
but it is the opinion of the Executive Conunittee of the Group that 
the appointment of such a conunittee has had a beneficial effect. 
We are sure that there are fewer violations of syndicate agree- 
ments on the part of our members than has been the case prior to 
the appointment of this committee. 

In June our committee had the pleasure of entertaining our 
President, Mr. Howard F. Beebe, and through hb visit we were 
brought in closer contact with the activities of the national 
Association. 

Some of our members have had difficulty with the customers, 
over the delivery of interim receipts, on syndicate issues, and 
this matter was brought to the attention of our Group with the 
result that the following resolution was passed: 

**Resohed: That the Executive Committee and 
members of the Rocky Mountain Group of the Invest- 
ment Bankers Association of America, most heartily 
endorses the Report of the Committee on Syndicate 
Agreements presented at the Tenth Annual Convention, 
and most particularly that part of the report dealing 
with the issuance of interim receipts." 

In order that the distributing houses may have some informa- 
tion in regard to the interim receipts of each syndicate, the Rocky 
Mountain Group recommends that interim receipts be divided 
into several classes, and suggests the following classifications: 

Class A: Interim receipts issued by trust companies 
which are under Federal or State supervision. 



INVESTMENT BANKERS ASSOCIATION OF AMERICA 840 

Class B: Interim receipts issued by partnerships. 

Class C: Interim receipts issued by incorporated 
stock and bond houses. 

Class D: Interim receipts issued by the company 
whose securities are being sold. 

The Group further suggests that a standard form of interim 
receipt of each one of the above cksses, and any other classes that 
may be selected, prepared and passed on by attorneys for the 
Investment Bankers Association be adopted. Syndicate managers 
could then designate, in the offering wire, the class of interim 
reodpt to be issued for each particular offering and give the 
members of the selling ^jmdicate exact information as to what 
they will receive to deliver to their clients. 

We respectfully request that this resolution be referred to the 
proper conmiittee. 

The PregiderU: The next is the Southwestern Group. We will 
ask Mr. Baker, the Secretary, to present that report. 



REPORT OP SOUTHWESTERN GROUP 

Mr. Baker (Guaranty Trust Co., Kansas City) : Mr. President 
and Gentlemen: Geographically the Southwestern Group covers a 
wide area. When originally formed, it included the western half of 
the State of Missouri, and the states of Nebraska, Kansas, Okla- 
homa and Texas. Sometime since Nebraska has been transferred, so 
that dealers in Omaha and Lincoln are now members of the Central 
States Group. There is also some discussion of a division of the 
Texas territory with the New Orleans Group, but even with these 
changes, actual and contemplated, our Group covers a territory 
over one thousand miles long in which the centers are widely 
separated* This condition has proved perhaps the most serious 
handicap to our operations. Mr. Prescott, I believe, in his report 
to the Association last year mentioned this condition, so that it is 
not necessary to enlarge upon it again, except to speak of it as 
a reason why it is not feasible to have frequent meetings of the 
entire membership. Out of a total membership of 15 houses, 7 
are located in Kansas City and it is possible for these to keep in 
dose touch with one another. Contact with outside houses. 
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however, has to be maintained through coirespondenoe and by 
leas frequent meetings than m most other Gfoups, at which 
meetings some of our outside firiends axe always represented. The 
wide territory also imposes an additional burden upon the Legis- 
lative Committee, which is under the necessity of watching 
legislation in four different states. 

The cISoNS and committee chairman for the current year are 
as follows: 

Chairman — ^John A. Prescott, Prescott and Snider, Kansas 

City; 
Vice Chairman — Geo. E. Porter, Ford and Porter, St. Joseph; 
Secretary-Treasurer — ^M. K. Baker, Guaranty Trust Co. of 

Kansas City. 

Members of the Executive Conunittee: 

C. C. Roberts, American National Bank, Oklahoma City; 
H. P. Wright, H. P. Wright Investment Co., Kansas City; 
Sigmund Stem, Stem Brothers & Co., Kansas City. 

The other member of the Executive Committee was Mr. Beed 
C. Peters, of the Peters Trust Company of Omaha. Since the 
transfer of the Omaha members to the Central States Group, his 
place has not been filled. 

The committee chairmen are as follows: 

Committee on Legislation — ^H. P. Wright; 
Committee on Fraudulent Advertising — Sigmund Stem; 
Committee on Business Practice — ^M. K. Baker; 
Committee on Membership — Gerald Parker; 
Committee on Entertainment — C. E. Keplinger. 

Notice 'has already been sent out for the annual meeting on 
Nov. 2, for the election of officers for the ensuing year. At this 
meeting it is also proposed to make certain changes in the Con- 
stitution and By-La¥rs, two of which I will enumerate, inasmuch 
as they may be items of some interest to the Association. 

1. It is proposed to amend the Constitution in order to make 
the Committee on Business Practice a regular standing committee. 
This is in accordance with a resolution which was passed by the 
Board of Governors of the Investment Bankers Association at a 
recent meeting. 
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2. It is proposed to amend that section of the By-Laws referring 
to dues in order to eliminate the present membership fee of $^ 
and leave the aimual dues of $10, as the only financial obligation 
of members. This proposal is based upon our experience with 
certain houses which upon becoming members of the Association, 
declined to join the Group on the ground that they are already 
under heavy financial obligations as the result of memberships in 
various associations. It was felt that any house joining the 
Association should automatically become a member of the Group 
without further action other than the payment of nominal dues 
for incidental expenses of the Group. As the Group organization 
is supposed to express and work out the policies of the Association 
with respect to local affairs, it is an embarrassing situation for it to 
have Association members in its territory who are unable to co- 
operate in handling such local affairs by reason of non-membership 
in the Group. At present there are two such members in the 
Southwestern Group territory. This amendment was agreed to in 
principle at the last meeting, but was not incoiporated as an 
amendment to the By-Laws by reason of the fact that sufficient 
notice of that meeting had not been given to make an amendment 
possible. 

It may not be amiss in this report to briefly refer to certain 
activities of the officers and committees of the Group with re- 
spect to local matters affecting the investment business in the 
Southwestern territory. There is now in session in the State of 
Missouri a Constitutional Convention which is drafting for sub- 
mission to the State a new constitution. In conjunction with 
the officers of the Mississippi Valley Group at St. Louis, our offi- 
cers have been keeping close watch on the progress of this work, 
especially with respect to the provisions relating to taxation and 
the authorization of municipal debt. The two Groups together 
retained the services of John C. Thomson who has written a 
proposed draft of the section relating to the authorization of 
municipal debt which has been submitted to the Convention. It is 
felt that if this section as drawn finally becomes the basic law of 
the State that Missouri municipal bonds will be on a sounder 
basis and more highly legarded in the investment world. It is 
hoped that the Convention will recommend a section authorizing 
the classification of property for taxation which will permit of the 
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passage of a Secured Debts Act or some similar l^islation. Hie 
former Secured Debts Act in Missouri waa declared unomstitu- 
tional by the Supreme Court of the State. Considerable opposi- 
tion to this section is likely to develop in the course of the debate* 
both in the Convention and in the Legislature, and at the present 
time we are unable to make any prediction as to the probability 
of success. 

Another activity which seems to be bearing some fruit is the 
campaign against the 8-per-cent loan concerns, which have 
flourished in Missouri, for sometime past and which have been 
responsible for withdrawing from Intimate investment channels 
a large amount of the accumulated savings of the people. In this 
work the Fraudulent Advertising Committee has operated largely 
through the Associated Advertising Clubs of the World, which has 
an extremely efficient and wide-awake branch in KanBaw City. As 
a result of these efforts, the Attorney-General of the State has 
recently ruled that these concerns are a lottery and on that 
ground has refused to grant a charter on a new application. 
This ruling has been given wide publicity and with the co-opera- 
tion of certain newspapers, a general campaign of aqposure of 
their methods has been carried on which has resulted certainly in 
some curtailment of their business; possibly 50 per cent of them at 
this time are not writing any new contracts and the others are 
doing a very limited business. It is understood that they are 
planning a legal fight to compel the Attorney-General by man- 
damus proceedings to issue the charter, but even should they 
finally be successful in this fight, it is felt that with the co-operation 
of the newspapers, their business can be so restricted as to practi- 
caUy remove what once was a serious menace to the investment 
bankers of the State. 

The whole country is watching the State of "Kansas and its 
Industrial Court. I believe bills have been introduced in Congress 
providing for the creation of a Federal Industrial Court along 
similar lines. The Southwestern Group has naturally been vitally 
interested in the development of this idea and in its practical 
working. It is probably too early yet to pass final judgment on 
the results, but it hardly seems too early to state that industrial 
conditions have been substantially benefited by its operations. 
The number of strikes has largely decreased and the number of 
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disputes settled through the agency of the Court has increased. 
It is our feeling that the labor situation in Kansas has been 
benefited by its operation and that the day is possibly not far 
distant when a similar tribunal with country-wide powers can be 
created with good results. 

As showing the trend of public opinion it is interesting to 
note that the Republican Party of Kansas has incorporated a 
plank in its political platform in the present campaign favoring 
the limitation of the issuance of tax-free securities. The State 
of Kansas, as most of us know, exempts the bonds of Kansas 
municipalities from taxation. Thispractice— and I say "practice" 
advisedly, for the legal status of the exemption is perhaps open 
to queston — ^this practice has, at least, been one contributing 
factor in the high tax rates which are quite general throughout 
the State. This is probably the basis for the Party declaration on 
the subject. The Investment Bankers Association of America 
has gone on record through a resolution of its Board of Gov- 
ernors on this question, and, in view of that fact, it will be in- 
teresting to watch the development of public opinion on the sub- 
ject. It is a question that vitally affects the investment business 
as well as the welfare of the nation. 

The Conunittee on Business Practice reports that no infrac- 
tion of syndicate agreements or other violations of business ethics 
have been formally reported to it. This is either due to an un- 
usually high moral standard in the Southwest, or to a hesitancy 
on the part of members to formally complain against a competitor. 
In the informal discussion of certain cases, it has frequently 
developed that the offender is not a member of the Association, 
which brings out the difficulty of handling a situation where 
members are required to adhere to the rules of the game, while 
others do as they please without control except for the force of 
general opinion. In spite of the fact that the Committee has not 
been called upon to sit in its judicial capacity during the past 
year, I believe the other members of the Group will join me in 
saying that the mere existence of the Committee has brought 
about a higher standard of dealings and better feeling among the 
members. 

I cannot conclude this report without making reference to the 
unanimous gratification of the members of the Southwestern 
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Gioiq> over the adectkm of tlie Nomimitiiig Committee tar the 
Vreadeaacy of the Association for the ensning year. Mr. John A. 
Fresoott has been Chairman ci the Sont hw e sl e n i Gioop tor two 
yean, has served it eflkiently and f aithfnlfy, as he has the Invest- 
ment Bankers Assodaticm of America and has the esteem and 
affection of eveiy member. [i^fJause.] We fed that our Group has 
been well rq>resented in the eomicilsof the Association, and that the 
contemplated action will constitute a deserved recognition of merit. 
We feel proud also of the fact that Mr. Prescott's achievements 
were such as to induce the Assodation to select a Preadent from 
west of the Mississippi Biver for the iBrst time in its history. 
[Applause.] 

The Presideni: The next is the Western Pem^ylvania Group, 
Bfr. Crist. Mr. MacGregor, can you speak for tlMS Group in the 
absence of Mr. Crist? 



REPORT OP WESTERN PENNSYLVANIA GROUP 

Mr. MaeOregor: Mr. Crist was supposed to be here. Hie 
Western Penn^lvania Group has not been as active this past 
year as it was last year. We hope to make a much better rqx>rt 
this coming year. We entertained the Board of Governors at 
the January meeting when everybody seemed to think that that 
would be sufficient for a time. [Lau^ter.] Not that we wouldn't 
like to have them back again at all. [Laughter.] We had a number 
of informal talks with reference to what we expect to do this year 
and I think we will come to the 1923 Convention with a much 
better record than we have had during the past year. 

The Preddent: I see Mr. Tom K. Smith of St. Louis has re- 
turned to the room and I will ask Mr. Smith if he will speak for 
his Group. 

REPORT OP MISSISSIPPI VALLEY GROUP 

Mr. Smiih: Mr. President, I am sorry that we have lost the 
Chairman of our Group. The Mississippi Valley Group is or- 
ganized along the regular lines. All the committees have been 
appointed including the Committee on Business Practice. Of 
course this has been an off-year for us because of the fact that our 
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legislators have not been in session. However, in Missouri, we have 
a Contitutional Convention to which it has been necessary for us to 
devote a lot of time. The classification of property has been imder 
consideration by the Convention. Although the municipal laws 
were satisfactory, we felt it was necessary to keep in touch with 
the Convention to prevent injurious amendments. Consequently 
our Lefpslative and Taxation Committees have been busy. They 
have done their work very well because they have succeeded in 
holding the Convention in line as regards the municipal bond 
provifflons and have persuaded them to insert in the tentative 
draft a provision for the classification of intangible property. 
Whether or not we can get them to have a new Constitution re- 
mains to be seen. It is in there if we get it. We have been fortu- 
nate this year in getting several new members in our Group. We 
are looking forward to the next year with a great deal of interest 
because every legislature in our Group will be in session. That 
means lots of work, but we think we will have a lot of fun, and I 
can assure you that we will take care of the ideals. [Applause.] 
The Pruideni: Gentlemen, I am sure these reports have been 
very interesting. I want to urge again that the various members 
and the various Groups do not hesitate to avail themselves of the 
co-operation of other Groups and the Secretary's Office. The Sec- 
retary will read the Michigan Group Report. 

REPORT OP MICHIGAN GROUP 

The Secretary (reading) : Since organization no amendments 
have been made to the constitution. In addition to the committees 
outlined in the constitution, a Committee on Business Ethics and 
a Municipal Bond Committee have been appointed. The seven 
committees are made up of three members each, and report di- 
rectly to the Executive Committee, which is at the present time 
made up of nine members. Any recommendations or suggestions 
to the Group are made by the Executive Committee. Members 
of the different committees hold office for one year and, during 
that time, are responsible to the Executive Committee for report- 
ing any information which is of interest to the Group. The present 
set-up has proved satisfactory and no changes in it are contem- 
plated at present. 
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The Michigan Group was organized to combat — ^among other 
things — unjust legislation, unfair competition, and misrepresen- 
tation. The Executive Committee has found that the Group is 
singularly free from imfair competition. Misrepresentation of 
securities through advertising has been taken up through The 
Better Business Bureau with some success. The Committee on 
Fraudulent Advertising has made several constructive recommen- 
dations and the Group, in turn, has requested of the national 
Association such assistance as may properly be given to control 
objectionable advertising of members. 

Tax legislation has had an important place on the calendar of 
the Michigan Legislature for the past two years. Many radical 
changes have been suggested. The Executive Committee, through 
its Legislation Committee, has spent considerable time in an effort 
to prevent the passage of unsound tax bills. During the meeting 
of the last Legislature, our Legislation Committee was very active 
and its accomplishments are a source of pride to the Group. This 
committee is prepared to continue its efforts through the next 
session of the Legislature. 

Through the Municipal Bond Committee, the Group — ^in con- 
junction with the Bond Men's Club of Detroit — ^prepared and pre- 
sented to the last Legislature a codified municipal law. The Bill 
passed both the Legislature and the Senate, but was vetoed by 
the Grovemor. The Bill will be presented again at the next session 
of the Legislature and it is believed will receive favorable con- 
sideration. 

The Michigan Group would like to see closer co-operation 
between the different Groups throughout the country. It is likely 
that every Group is — or will be — concerned with tax legislation. 
A common understanding of how best to approach this important 
problem should be of great value to the Groups interested. 

REPORT OF CENTRAL STATES GROUP* 

Mr. McNair: Mr. President, there is one other matter that 
ought to be stated in connection with our Group. I would like to 
put a little more kick in my report, because of the kick there is in 
the Grou p. We have a large Group membership, very gratifying in 

* See page £32, 
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every respect. The percentage of possibility in our work is large. 
We are very punctilious about holding our meetings, and we have 
made it a point of getting to our meetings during the year impor- 
tant and prominent people whenever possible. One of our meetings 
last winter was a dinner function, and our Secretary was there, 
and we invited to that dinner the leading bankers and business 
men of Chicago, and it was a very successful occasion in every 
way and reflected credit upon the Group and the Association. 

I make these comments now which I did not make before because 
I did not know they were desired. 

The President: The Secretary would like to submit to you some 
correspondence and several invitations for the next annual meet- 
ing of the Association. 

The Secretary: There is, first, the invitation of Chicago, of 
course. Then there is one from the District of Columbia, signed 
by Joshua Evans» Jr. There is a letter of invitation from San 
Francisco — ^they still want us. Then there are letters from the 
Cincinnati Chamber of Commerce (they had us in 1915), the 
Mayor of Cincinnati, and from the Cincinnati Hotel Association. 
Then there is an invitation from the Merchants Association of 
New York. There are very many invitations here, Mr. President, 
that have not been handed to the Secretary, but which will be 
presented from the floor, I presume. They have been following 
the Secretary around. 

The President: Does anybody want to extend an invitation from 
the floor? I understood there was somebody from Cleveland, some 
one or more of our Cleveland friends, who desire to reiterate their 
previous invitation. 

Mr. White: On behalf of the members of the Investment Bank- 
ers Association of America from Cleveland, I extend a most cor- 
dial invitation to hold the 1923 Convention in Cleveland, Ohio, 
and I trust you will accept it. [Applause.] 

The President: The Constitution provides that the Board of 
Governors shall determine the time and place of holding our 
annual meetings. These various invitations will be taken under 
consideration by them in due course. 

The next item on the program is the election of officers for the 
ensuing year. Mr. Osgood will present the rq)ort of the Board 
of Governors. 
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ELECTION OF OFFICERS 

Mr. Osgood: Mr. President, and Gentlemen, in presenting the 
Report of the Board of Governors, I will do it in the usual form 
by first reading the provision of the Constitution: 

"The Board of Goveniois in each year shall select the regular 
ticket of officers to be voted on at the next annual meeting, written 
notice whereof shall be given to each member of the Association at least 
ten days prior to such election. No other nominations shall be voted 
on unless in writing, signed by at least ten members of the Association, 
and filed with the Secretary's Office at least ten days prior to such election. 
Written notice of such further nominations shall be given by the Secretary 
prior to such annual meeting. As soon as such further nominations are 
filed, it shall be the duty of the Secretary to give prompt notice in writing 
to each member of the Association." (Section S, Article VII, Constitution, 
I. B. A. of A.) 

For President : John A. Prescott, Presoott & Snider, Kansas City. 

For Vice Presidents: Philip S. Dalton, Coffin & Burr, Inc., Bos- 
ton; James C. Fenhagen, Robert Garrett & Sons, Baltimore; Arthur 
Sinclair, Jr., Estabrook & Company, New York; Eugene M. 
Stevens, Illinois Trust & Savings Bank, Chicago; Dean G. Witter, 
Blyth, Witter & Co., San Francisco. 

For Secretary : Frederick R. Fenton, of Fenton, Davis & Boyle, 
Chicago. 

For Treasurer: McPherson Browning, Detroit Trust Company, 
Detroit. 

For Governors (for terms expiring in 1M5) : Ray Morris, Brown 
Brothers & Co., New York; John W. MacGregor, Glover & 
MacGregor, Pittsburgh; J. Clark Moore, Jr., Barclay, Moore & 
Co., Philadelphia; Tom K. Smith, Kauffnum-Smith-Emert & Co., 
Inc., St. Louis; Eli T. Watson, of Watson, Williams & Co., New 
Orleans; W. Octave Chanute, Bosworth, Chanute & Co., Denver; 
Frank W. Remick, Kidder, Peabody & Co., Boston; Fred S. 
Borton, of Borton & Borton, Cleveland. 

For Governors (to fill unexpired terms ending in 1923) : Joel E. 
Ferris of Ferris & Hardgrove, Spokane; Walter S. Brewster, Rus- 
sell, Brewster & Co., Chicago. 

There being no other nominations, I move that the regular 
order be suspended, and that the Secretary be instructed to cast 
one ballot in favor of the officers nominated. 
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The Secretary: Just make that the President. 

Mr. Osgood: I request that the President be so instructed. 

The President: Is there a second to that motion? 

(The motion was seconded.) 

The President: It has been regularly moved and seconded that 
the regular order be suspended and the President cast one vote 
for the official ticket. All those in favor say *'aye.*' (Ayes.) 
Contrary, no. The President does cast the vote as authorized and 
declares the ticket elected. If the new President will kindly 
assume his duties and relieve me of them, I wish he would step 
forward. [Applause.] I am going to hold on to the gavel just a 
moment to say that I do not believe there is another man in the 
organization who, over such a long period of years, has shown 
such untiring and unselfish fidelity to the interests of the Associa- 
tion as has Mr. Prescott. We have both been on the Board for a 
long period, and I never have known him to fail in attending any 
important meeting, either of a committee in which he was inter- 
ested himself, or any other conmiittee, in the interest of the 
Association. I am sure that the Association can look forward to a 
year of active, definite progress under his leadership. Thank you. 
[Applause.] 

(The retiring President surrenders the gavel to the incoming 
President, Mr. Prescott.) 
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ADDRESS OF PRESIDENT-ELECT 

John A. PkuaooTT 
FrenoU A Snider. Kadbm City 

The successful career and present position of the Investment 
Bankers Association of America are both impres^ye and inspiring. 
The Association began its existence modestly, but with high pur- 
poses, only ten years ago. Today it occupies a position of honor 
and influence in the front rank of the great national business organ- 
izations of this wonderful country of ours. 

Much of this has been due to the naturally high intellectual and 
moral qualities of a membership whose business success is pecul- 
iarly dependent upon these qualities. But it has been due also in 
a very great degree to the splendid leadership which the Associa- 
tion has enjoyed. Few organizations have been so fortunate in 
the selection of their leaders and none can point with more just 
pride to the men who have filled its official positions or the un- 
selfish devotion and broadmindedness with which they have per- 
formed their duties. 

To the broad and patriotic concept of the proper relationship 
between business interest and public welfare, of the men who 
served both their country and this Association so well during the 
trying days of the great World War, we are indebted for our firm 
foundation in public confidence and respect. Continued loyalty 
to those same ideals and able and conscientious devotion to its 
interests by their successors have brought the Association to its 
present enviable and honored position. 

I have always been proud of my membership in this Association, 
proud of its growth and progress, of its high purposes and accom- 
plishments, its standards and ideals. Among its members I have 
foimd not only pleasant business relationships, but some of the 
happiest personal associations of my life. To be chosen President 
of such a magnificent organization is indeed a distinguished honor. 
To be deemed worthy to succeed to such leadership b a mark of 
confidence which I profoundly appreciate. 

Nor am I unmindful of the very serious responsibilities of this 
high office to which you have elected me. In accepting the office, 
as I now do, I accept the responsibilities also. I shall devote to 
my new duties my best thought and effort. With the aid and 
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counsel of my fellow officers I shall strive not only to give the 
Association an efficient and progressive business administration* 
but also to keep it true to the purposes for which it was organized 
and to the high principles, standards and ideals for which it and 
its former leaders have always been distinguished. 

Out of the progress of civilization, the expansion of industry, 
the increasing diversity, complication and intimacy of human 
relationships, the necessity, and hence the reason for existence, 
of our profession has grown. Through our activities the widely 
distributed savings of the people, valueless if left idle, of little 
force in unco-ordinated units, are gathered into effective volume 
and brought to the place of greatest need or most beneficial use. 
The services we perform are as vital and valuable to modem 
civilization and progress as the functioning of any other essential 
agency of commerce. Ours is a useful, essential and honorable 
profession. As we individually and collectively perform its fimc- 
tions and discharge its responsibilities, we shall be worthy or 
unworthy of our hire and our place in the sun. 

The last decade has witnessed marvelous changes in political, 
social, industrial and financial conditions. While the influence of 
such changes has been world wide, in the United States it has been 
very apparent in industrial and financial affairs. To our pre- 
eminence in agriculture we have added great manufacturing 
development, and in transportation and intercommunication we 
now surpass all other coimtries. From a debtor, we have become 
a creditor nation. The World War and the deplorable misfor- 
times of other nations have made the United States, for the time 
being at least, the world's controlling money market. Our national 
wealth, estunated in 1912 at $187,000,000,000, was estimated in 
1921 to be $300,000,000,000. The resources of our Stete and 
National banks, as officially reported, were $22,880,000,000 in 
1910. In 1921 they were $48,168,000,000. Between September 6, 
1921, and June 80, 1922, the resources of our National banks alone 
increased $1,691,908,000. Whatever may be thought of the 
accuracy of general estimates of national wealth, the figures for 
the banks are official and clearly indicate a rapid and tremendous 
growth of wealth and industry in the United States. The effect of 
this increase in wealth upon the business of investment banking is 
shown in the recent ready absorption of investment securities 
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which have been offered in such enormous volume. It is also 
evident that the growth of industry has created new and increased 
demands for long-tenn capital which it is the function of the 
investment banker to supply. Whatever new problems or emer- 
gencies these changes may bring, whatever fluctuations in volume 
the probable rise and fall of the tide of business may cause, I 
believe that the business in which we are interested has entered 
an era of magnificent and unprecedented opportunity. 

But greater opportunities imply greater responsibilities. To 
seize and improve the former, to be equal to the latter, will call 
for intellectual and moral qualities of the highest order. In my 
opinion, there is no body of men anywhere so well qualified by 
natural ability, character, education, or experience as the member- 
ship of the Investment Bankers Association of America. That 
our members as a whole will improve every opportunity, arise to 
every emergency and respond fully to every responsibility in a 
manner creditable to themselves and satisfactory to the public to 
whom, in the last analysis, their services will really be rendered, 
I have an abiding confidence. 

As to how best to meet opportunity and responsibility in our 
individual activities, we have learned much from each other. The 
free and continuous interchange of ideas, experience and general 
information tends to standardize methods and sound practice, to 
establish fundamental principles and set up ideals of moral re- 
sponsibility and conduct for our guidance. Our Association and 
its meetings have not only afforded excellent means for the realiza- 
tion of such benefits, but through the co-operative effort which the 
Association has promoted among us and the effective labors of our 
committees we have greatly improved the concrete external con- 
ditions affecting the prosecution of our business. This has been 
especially true with regard to certain legislation, threatening alike 
to our private interests and the public welfare. It is not difficult 
to visualize the necessity in the future for practical and con- 
structive work in various directions, which can be carried ou suc- 
cessfully only through such an organization as ours. 

Our committees have heretofore done valuable work in helping 
to devise effective laws and means for the suppression of the 
fraudulent sale of worthless securities. This work should be ac- 
tively and earnestly continued in co-operation with public officials. 
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The New York district attorney has been quoted as saying that 
the American people have lost more than $750,000,000 in stock 
swindles since the war. I believe this is a conservative estimate. 
It is obvious that losses such as these in any considerable volume 
must seriously shock public confidence in investment securities 
and the agencies through which they are distributed. They tend 
also to discourage habits of frugality and thrift. The injurious 
effects upon the public welfare and the business in which we are 
engaged can hardly be overestimated. To be effective in our 
efforts to stamp out fraudulent practices in the sale of securities 
by irresponsible dealers we must be consistently solicitous of the 
conduct of our own members. We should insist, among other things, 
upon patriotic obedience to State and National laws; upon strict 
observance among ourselves of our mutual contracts and obliga- 
tions; upon scrupulous care that representations made in the sale 
of securities be not only technically correct, so as to be legally 
defensible, but also sufficiently comprehensive to be fair and hon- 
est; upon careful avoidance of the use of incorrect descriptions of 
securities, such as misleading bond titles, and upon frank recogni- 
tion that the interest of the whole nation is paramount to that of 
any group and that the general welfare is the only permanent 
basis for our own prosperity. 

To idd the investing public, particularly the small investor, 
with some basis of discrimination in the selection of dealers, it has 
been proposed and urged that the Investment Bankers Association 
of America permit, or perhaps even require, its members to men- 
tion their membership in advertising. It has also been urged with 
even greater force that if this is to be done the Association should 
not only guard its membership most jealously, as it is now doing, 
but should have a very high degree of supervisory control over 
the methods and activities of its members. These proposals may 
be pressed for definite action this coming year. If so, they 
should be given very careful and deliberate consideration by the 
members. 

Until comparatively recently the conventional attitude of 
leaders of industry and finance towards the public was that of 
reserve, if not silence. The investment banker was no exception. 
Such reserve naturally resulted in an uninformed or misinformed 
public opinion. It was a mistaken attitude and was one of the 
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principal causes of many of the ills from which business has suffered. 
The Investment Bankers Association of America has done much 
to change that situation. The discussions of financial problems 
and methods at conventions and in committee reports have been 
published, have been widely quoted in the press and have become 
text-books in universities and financial schools. They have been 
of real educational value. The door has been opened for real con- 
structive work in the further development of an informed and 
intelligent public opinion on financial matters and a better and 
more wide-spread understanding of the necessity and value of 
the services rendered by investment bankers. Such work will 
help to make fraudulent financing difficult and to promote 
public interest and confidence in sound securities. I believe we 
should avail ourselves of this opportunity for service and en- 
deavor to establish broader and more intimate contacts with 
the public through conservative, carefully planned methods of 
publicity. 

As you know, the work of our organization is carried on chiefly 
through committees. Our effectiveness depends upon the readiness 
of our membership to devote time and serious attention to com- 
mittee work. The committee assignments will be distributed with 
a view to making the task of each appointee as light as consistent. 
The work which the committees have imdertaken in the past and 
are likely to undertake in the coming year is worthy of the best 
thought and ability of our members. Its performance in a proper 
manner will have intimate bearing upon the business welfare of 
our individual members. The best results can be secured only if 
partners and excutives with their skill, experience and sense of re- 
sponsibility will participate. Greater use should also be made by 
the general committees of Group organizations and committees. 
It will lighten and facilitate the work of the general committees. 
As an illustration, let us take the Committee on Legislation. 
There is a local Committee on Legislation in each of the sixteen 
Groups. During the approaching winter the legislatures of a great 
many of the states will be in session. The general conmiittee will 
be able to supervise closely and keep in touch with all proposed 
legislation of interest to investment bankers in each Group territory 
through the Group committee, but will be relieved of most of the 
detail work by the latter. The work of the general committees 
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should not be burdensome. Let me urge every partner and every 
executive of the membership to respond cheerfully to calls for 
committee work whenever at all possible and thus each contribute 
his share to the promotion of our common welfare. Constructive 
suggestions to the officers and committees will also be helpful and 
welcome. 

I will not attempt to outline a comprehensive program for the 
coming year or to keep you longer by forecasting or discussing 
impending financial problems. But I know that I can say to you, 
on behalf of the other incoming officers and the Board of Gover- 
norsy as well as myself, that we all shall give to the affairs of the 
Association and to all general problems affecting your interests 
our best thought; and shall make every effort to promote in every 
possible legitimate way the interests of investment banking and 
to make the coming year a banner year for the Association and all 
its members. 

The events of the last year and the probable events of the 
coming year as far as they may now be forecast, indicate that 
there will be a great deal of serious work for the conunittees of 
this Association. The discussions on the floor of this Convention 
have also indicated that the members of this Association will ex- 
pect the members of our committees to take their work seriously 
and devote their time and attention to it. We must get results 
this next year. In order to promote efficiency and enable these 
committees to get to work at once I have decided, at the expense, 
possibly, of some personal embarrassment, to announce some of 
the committees in full at this time, and others in part.* 

Mr, Baker (Baker, Watts & Co., Baltimore) : Time would be 
inadequate in any fitting way to express the gratitude of the 
members of this Association for California's hospitality. [Applause.] 
I am sure, Mr. President, if it were possible, every delegate and 
every guest would want to have something to say upon the 
splendid treatment which these ladies and gentlemen of California 
have offered to this Convention. I am sure, Mr. President, that 
the name of every committeeman would want to be mentioned. 
The wonderful courtesy, the splendid greeting, the warm-hearted 
hospitality, all should go in the record. Time would not afford 
that, and I have, therefore, been asked to offer the following reso- 
lution for adoption by this meeting: 
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better or more courteously than it has by Mr. Stanley at this 
beautiful hotel I also want to recognize of record, as I think we 
all must, that we are a long ways from home, most of us, and that 
we should express to the New Yoric Central Railroad, the Pennsyl- 
vania System, the Northwestern, the Union Padfic and the 
Southern Pacific, those splendid railroad systems, our everlasting 
thanks. 

The PresHerUreled: I take it there is no dissension bom the 
Secretary's announcements. 

The Secretary: That is all, Mr. President. 

The Presidenirelecl: There being nothing further on the Secre- 
tary's table, is there any other business that any member wishes 
to bring up? 

There seems to be no further business to come before the 
meeting, but, before we vote to adjourn, I want to just add my 
word of appreciation for the entertainment we have received. I 
can do it only in a word by saying that it seems to me that the 
whole affair has been conducted by a King of Hospitality, assisted 
by a very efficient and mmierous corps of Princes and I should 
not neglect to mention the Queen. A motion to adjourn b now 
in order. 

Mr. Osgood: Move, we adjourn. 

Mr. White: Second the motion. 

The Preeident-eleci: It is moved and seconded that the meeting 
now adjourn, and it being an undebatable motion, all those in 
favor signify by a rising vote. Carried. The meeting is adjourned. 
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PREAMBLE 

In order to promote the general welfare and influence of invest- 
ment banks, or bankers, likewise banking institutions operating 
bond departments, and to secure uniformity of action, both in 
legislation and methods of handling securities together with the 
practical benefits to be derived from personal acquaintance, and 
for the discussion of subjects of importance to the banking and 
commercial interests of the country which afiFect the investing 
public, and for protection against loss by crime, or through willful 
and irresponsible dealers in investment securities, and to surroimd 
the offerings of its members with greater safeguards, we submit 
the following Constitution and By-Laws for The Investment 
Bankers Association of America. 

CONSTITUTION 

Article I 
Section 1, This Association shall be entitled: 

"'The Investment Bankers Association of America." 

Article II 

Section 1. Any national or state bank, trust company, private 
banker, banking firm, or corporation, in good standing, which has 
paid-in capital of $50,000 or more, and which makes a practice of 
buying bonds or investment stocks, and publicly offers the same, 
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as dealers therein, shall be eligible to membership in this Associa- 
tion, and upon its election to membership, and the payment of 
annual dues, and membership fee, as hereinafter provided by the 
By-Laws, shall be entitled to one delegate to the annual meetings 
of the Association. Any member may be expeUed from this Associa- 
tion upon a vote of two-thirds of the Board of Governors. 

Section 2. Branch offices, registered in accordance with the 
By-Laws of the Association, and not incorporated, may send one 
delegate to the meetings of the Association and shall be entitled 
to all the privileges and benefits of the Association except that no 
member of the Association shall be entitled to more than one vote. 
Branch offices operating as separate corporations shall pay the 
regular dues, and enjoy the privileges of full membership. Branch 
offices not registered in accordance with the By-Laws shall not be 
permitted to send a delegate to the meetings of the Association or 
to hold any office, either on a committee, or as an officer or as a 
member of the Board of Grovemors of the Association. 

Section 3. Each delegate representing a member shall be an 
officer or director or trustee of the institution represented, or a 
manager of the bond or investment department, or a member of a 
banking firm, or a private banker, or the manager of the investment 
department thereof, or a manager of a branch office. 

Section i. Delegates shall vote in person, and no delegate shall 
be entitled to more than one vote. 

Section 5. All votes shall be viva voce, unless otherwise 
ordered, except as hereinafter provided; any delegate may de- 
mand a division of the house. 

Article III 

Section 1. The administration of the affairs of this Association 
shall be vested in a President, five Vice Presidents, a Secretary, a 
Treasurer and a Board of Governors of twenty-four members, 
eight of whom shall hold office for one year, eight for two years 
and eight for three years, and thereafter, eight shall be chosen at 
each annual meeting for a period of three years, or until his suc- 
cessor is chosen or appointed, and the first President of this Asso- 
ciation, at the expiration of his term of office, shall become and 
remain a member of the Board of Governors, with full voting 
power, so long as he shall continue in the bond business; and the 
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retiring President of the Association shall become an ex-officio 
member of the Board of Governors for one year immediately 
following his term of office, but no member of the Board of Gover- 
nors having served a f uU term of three years shall be eligible for 
re-election until after the expiration of one year, except as above 
provided. 

Section 2, The President shall preside at all meetings of the 
Association and of the Board of Grovemors, countersign all certifi- 
cates of membership, and may appoint such conmiittees from time 
to time as may be required for the conduct of the business. 

SectUm S, In the absence of the President, the Vice Presidents 
shall perform the duties of the office of President in the order in 
which they are chosen. 

Section ^. The Secretary's office shaU be the principal place 
of business of this Association. The Secretary shall conduct all 
general correspondence of the Association and shall have charge 
of all files and records and shall keep the general books of account 
and shall be the custodian of the Seal of the Association. The 
Secretary shall keep an accurate list of the members of this Associa- 
tion, and shall notify all new members when elected. He shall 
collect aU dues and other moneys due the Association, and shall 
immediately turn over all moneys collected to the Treasurer. 

The Secretary shall keep a record of the proceedings of aU 
meetings of the Association, and the Board of Governors, and 
perform such other duties as may from time to time be required 
by the President or the Board of Governors. 

Section 6. The Treasurer shall receive and receipt for all 
moneys collected by the Association or its officers, and shall dis- 
burse the same upon the presentation of proper voucher checks 
issued and signed by the Secretary or Assistant Secretary and 
countersigned by the President or Vice President. He shall keep 
a correct record of and account for all moneys coming into his 
hands, and of all disbursements, and shall make a report thereof 
to the annual meeting of the Association, and to the Board of 
Grovemors when and as often as they may require. He shall give 
bond to the Association in such sum as the Board of Grovemors 
may require. He shall deposit the funds of the Association in his 
custody in some national or state bank, or trust company, subject 
to the approval of the Board of Governors. 
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Section 6. The members of the Board of Governors shall, as 
soon as may be, after their election, divide themselves by ballot 
into three classes of equal number, designated as First, Second and 
Third Classes, of which the First Class shall remain in office one 
year, the Second Class two years, and the Third Class three years, 
and on each annual election members of the Board of Governors 
shall be elected for a term of three years to fill the vacancies of the 
retiring class, subject to the provisions of Section 1 of this Article. 

Section 7. The Board of Governors shall determine the time 
and place of holding its meetings, and of the regular annual meeting 
of the Association, and shall have power to fill all vacancies until the 
next annual meeting, and to adopt all necessary rules for governing 
the business of this Association, and may name such appointive 
offices as may be necessary. 

Section 8. The Board of Grovemors may be called together at 
any time by the Secretary, at the request of five members thereof, 
or by the President, and shall be vested with full power to transact 
such business as may have been authorized by this Association, 
and shall make annual appropriation for canying on the work of 
the committees. Any eight members of the Board shall constitute 
a quorum. 

Article IV 

Section 1. The expenses of the Board of Grovemors of the 
Association, as well as of all officers and committees, in carrying 
out the business to be done by them, shall be provided for by 
annual dues of the members of the Association, provided, however, 
that the Board of Grovemors or any conunittee shall have no 
authority to incur or contract, on behalf of this Association, any 
liability whatever beyond the amount of the annual dues and 
moneys actually collected. 

Article V 

Section 1. Resolutions or subjects for discussion (excepting 
those referring to point of order or matters of courtesy) must be 
filed with the Secretary at least ten days before the Annual Con- 
vention, and submitted to the Board of Grovemors at its regular 
meeting preceding the Convention, but any person desiring to 
submit any resolution or business in open convention may do so 
upon a majority vote of the delegates present. 
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Abticle VI 

Section 1. Any member failing to pay the initial membership 
fee, or the regular annual dues for a period of three months after 
receiving due notice thereof, shall be considered as having with- 
drawn from the Association, but may be reinstated upon applica- 
tion to the Secretary with the approval of the Chairman of the 
Membership Committee and upon payment of all dues in arrears 
to an amount not in excess of the initial membership fee provided 
by the By-Laws. 

Abticle VII 

Section 1. The fiscal year of this Association shall commence 
September first and end August thirty-first, and the Association 
shall meet, and the annual meeting shall be held within ninety 
days thereafter for the election of officers and members of the 
Board of Governors. The Association may also be called together 
at any time by order of the Board of Governors. 

Section 2, At all annual meetings the members of the Associa- 
tion may be represented by one delegate each. At these annual 
meetings there shall be presented for discussion such topics as 
will be of interest to the members, together with the reports of the 
officers and various standing committees, and such addresses as 
the Board of Grovemors may approve. 

Section 3. The Board of Governors in each year shall select 
the regular ticket of officers to be voted on at the next annual 
meeting, written notice whereof shall be given to each member of 
the Association at least thirty days prior to such election. No 
other nominations shall be voted on unless in writing, signed by at 
least ten members of the Association and filed with the Secretary's 
office at least ten days prior to such election. Written notice of 
such further nominations shall be given by the Secretary prior to 
such annual meeting. As soon as such further nominations are 
filed it shall be the duty of the Secretary to give prompt notice in 
writing to each member of the Association. 

Article VIII 

Section 1. This Constitution may be amended at the first 
annual meeting by resolution submitted in writing at one session 
and passed at a subsequent session, but thereafter this Constitution 
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can be amended only by written notice served <» the Secretaiy at 
least thirty days before any annual meeting, and then submitted 
in writing to the next annual Convention of this Association, and 
passed by a two-thirds vote ci all delegates present. 

Article IX 

Section i. Inmiediately upon organizing and as so<m as practi- 
cable after each annual meeting, the President shaU appoint the 
following committees, to consist of not less than five members, viz. : 

Committee on Membership. 

Conmiittee on Legislation. 

Committee on Finance. 

Committee on Auditing. 

Committee on Program for Annual Meeting. 

Committee on Ethics and Business Practice. 

Committee on Publicity. 

Committee on Revision and Amendment of Constitution and 
By-Laws. 

By-Laws 

First: All members of the Association enrolled on or before 
the first day of January, 1913, shall be charter members. After 
that date there shall be a membership fee as hereinafter provided. 
The fiscaf year of the Association shaO commence on September 
first of each year, and the annual dues shall be due and payable 
on that date. 

Second: The membership of this Association shall be divided 
into three classes, as follows: 

Class ''A" to consist of members doing a strictly local business. 
Such members shall not be entitled to register any branch offices 
without paying service charge. The initial membership fee of this 
class shall be $150.00 and the regular annual dues shall be $75.00. 

Class "B*' to consist of those members who may occasionally 
make original issues of securities and who do not restrict their 
operations to the immediate territory in which they are located. 
Such members shall be entitled to register two branch offices 
without service charge. The initial membership fee of this class 
shall be $800.00 and the regular annual dues $150.00. 

Class '' C *' to consist of those members whose business extends 
to the more frequent distribution of original issues of securities 
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and is of an international or country-wide character. Such 
members shall be entitled to register three branch oflSces with- 
out service charge. The initial membership fee of this class shall 
be $500.00 and the regular annual dues shall be $250.00. 

All members shall be entitled to register branch offices over 
and above the number named for each class, but shall be required 
to pay a service charge of $25.00 per annum for each branch office 
so registered. 

Each member of the Association shall designate to the Secre- 
tary the class in which he desires to be included, but the Board 
of Governors or a committee thereof, in its sole discretion, shall 
have the right to reclassify any member. 

The Secretary of the Association shall keep a record showing 
the classification of each member, and a record showing registered 
branch offices, but such records shall be confidential as to the 
classification and shall not be published by the Association. 

Branch offices of members employing separate capital specifi- 
cally set aside therefor shall be considered as main offices. 

Third: The Officers, Board of Governors and Committees 
chosen or appointed at the first meeting of this Association 
shall hold office until the annual meeting of this Association in 
1918. 

Fourth: All applications for membership shall be approved by 
the Membership Committee and certified to the Secretary, who 
shall notify the applicants of their election. Upon receipt of the 
membership fee and of the first year's annual dues they shall be 
enrolled as r^ular members and a certificate of membership shall 
be issued, signed by the Secretary and the President or one of 
the Vice Presidents. 

Fifth: The Board of Governors shall have power by resolu- 
tion to enact regulations in respect to the use of the name of 
this Association on letterheads or advertising matter used or 
circulated by members, and to prescribe penalties for violation 
of such regulations, including forfeiture of membership. The 
Board of Governors shall have power to make such investigation 
as to it shall seem proper in respect of any violation of any such 
regulations coming to its knowledge, and the decision of the said 
Board upon such investigation shall be final and conclusive; 
provided, however, that no forfeiture of membership shall be de- 
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clared as a penalty for the violation of such r^^ations, save 
upon the affirmative vote of three-fourths of the members d 
the Board in attendance. 

Sixth: The main office of this Association shall be determined 
by the Board of Governors and shall be located in some one of the 
principal cities: New York, Chicago, Boston, Philadelphia, Pitts- 
burgh, Buffalo, Baltimore, Cleveland, Cincinnati, Toledo, Detroit, 
St. Louis, Indianapolis, Minneapolis, Milwaukee, Kansas City or 
Denver. 

Seventh: Roberts' Rules of Order shall govern the deliberations 
of the Association. 

Eighth: These By-Laws may be repealed or amended at any 
meeting of the Association upon a majority vote ci all delegates 
present. 
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GROUP CONSTITUTION 

RESOLUTIONS ADOPTED BY BOARD OP GOVERNORS 

Whersab: It u desired on the one hand thai the individwU member 
meni Bankers Assoeiation qf America be kepi in doser touch with the policies and 
work carried on by the national AeeociaHon^ and on the other hand that the indimdual 
members furnish more effieieni loctU maekinerjf to carry on local work for the national 
Aesoeiationf and 

WHEaofiAs: It is desired to make mare effectioe the aim of the National Association 
to promote the general welfare and influence of intfestmeni banks, or bankere, likewise 
banking institutions operating bond departments, and to eecure uniformity of action, 
both in legi^ation and methods of handling eecurities, together with the practical benefUs 
to be derived from personal aequainlanee, and for the discussion qf subjects cf importance 
to the banking and commercial interests of the country which affed the investing publie 
and for protection against loss by crime, or through willful and irresponsible dealers in 
tnoestment securities, and to surround the off cringe of its members with greater saf^ 
guards, now therefore. 

Be It Resolved: Bt the Board of Oovemors qf The Investment Bankers Associa- 
tUmqf America that local groups be organized among the membership of this Association 
as authorised by the annual convention of the I, B, A. of A. held in October, 1919; 

FuBTBES, That the attached constitution be authoriMed as the basis qf this group 
organisation, and 

FuBTHBB, That copies of this constitution and of the outline attached hereto, 
naming the groups and suggesting their membership, be printed and distributed to each 
member of this Association, 

CONSTITUTION 

Article I 
Section 1. This Association shall be entitled: 

"The ( — ) Gboup of The Investment Bankers Association 
OF Amebica." 

Article II 

Section 1. Hieie shaU be two classes of memberships; (a) 
active membership, (6) associate membership. 

Section 2. Active membership in this Group shall be pre- 
determined by membership in the Investment Bankers Association 
of America. Branch houses of members of the I. B. A. of A. 
within the geographical limits occupied by the Group, which are 
represented by one or more resident partners shall be entitled to 
active voting membership. Branch houses not represented by a 
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resident partner may be permitted to vote, but only under such 
rules and restrictive By-Laws as may be prescribed by the Group. 

Section 3. The associate membership may be composed of 
employes of active members, each active member nominating such 
of its employes as it desires. The associate members shall have no 
right to vote or to hold office, except as members of committees 
appointed by the Chairman. 

Section 4« Active members shall vote in person and such vote 
must be cast by a member of the firm, if a partnership; or by an 
executive officer or manager of the bond department, if a corxK>ra- 
tion. No member shall be entitled to vote by proxy, or to more 
than one vote. 

Abucle m 

Section i. The administration of the affairs of this Group shall 
be vested in a Chairman, Vice Chairman, a Secretary-Treasurer; 
and an Executive Committee, including these three officers and 
not less than two other active members. One member of the 
Executive Committee shall be a local member of the Board of 
Governors of the Investment Bankers Association of America, if 
there be one, and all of the officers and members of the Executive 
Committee shall be elected at the annual meeting and shall hold 
office for one year or until their successors are elected. The Execu- 
tive Committee shall have power to fill any vacancies. 

Section 2. The Chairman shall preside at all meetings of the 
Group. Immediately upon assuming office he shall appoint the 
following committees, to consist of one or more members: a Com- 
mittee on Membership, Committee on Legislation, Committee on 
Fraudulent Advertising, Committee on Ethics and Business Prac- 
tice, Committee on Meetings and Entertainments, and may appoint 
such additional committees from time to time as may be required 
for the proper conduct of the Group's activities. 

Section 3, In the absence of the Chairman, the Vice Chairman 
shall perform the duties of the office of Chairman. 

Section i. The Secretary-Treasurer shall keep complete records 
of the proceedings of all meetings of the Group. He shall also 
conduct all general correspondence of the Group and shall have 
charge of all files and records, and shall keep the general books of 
account. He shall receive and receipt for all moneys collected by 
the Group and shall disburse the same upon direction of the Execu- 
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tive Committee and shall account for the same to the Group at its 
annual meeting. He shall furnish copies of all records of the Group 
to the Secretary of the I. B. A. of A. whenever requested by him. 

Section 6. Begular meetings of the Group shall be held periodi- 
cally at such times as the Group may provide, but not less than 
once every three months. Special meetings may be called at any 
time upon notice given by two of the members of the Executive 
Committee, or by notice given by one-third of the active member- 
ship. The notice given of each meeting shall specify whether other 
than active members solely shall be permitted to attend. 

The first meeting subsequent to the Annual Convention of 
the I. B. A. of A. shall be deemed to be the Annual Meeting of 
this Group. 

Article IV 

Section 1. The expenses of the Group in carrying out the busi- 
ness to be done by them shall be provided for in such a manner as 
the Executive Committee may decide. 

Article V 

Section 1. This Constitution may be amended at any regular 
meeting of the Group, provided 

(a) the proposed amendment shall have first been submitted 
to and approved by the Board of Grovemors of the I. B. A. 
of A. at a regular meeting of said Board; . 
(6) written notice of such amendment shall have been submit- 
ted to the Active Membership of the Group at least 30 
days in advance of such meeting; 
(c) such amendment is passed by two-thirds of the active 

members. 
Section 2. Whenever necessary, this Constitution shall be so 
amended that its provisions shall not conflict with the Constitution 
and By-Laws of the I. B. A. of A. 

Section 3. In case of any disagreement between the I. B. A. of 
A. and the Group the decision of the Board of Grovemors of the 
I. B. A. of A. shall be final and binding upon the Group. 

Article VI 

Section 1. The Group may adopt By-Laws not inconsbtent 
with this Constitution. 
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Officers and Executive Committees 

of the Groups 

CALIFORNIA GROUP 

B. H. DiBBLEK, ClMMfMkn San Francuoo 

E. H. Rollins & Sons 

Ctbub PBracB* Vict Chairman San FWmcuoo 

Cyrus Peiroe & Company 

F. B. Shebman, iS0eretory-7rMUiir«r San Francisco 

E. H. Rollins & Sons 

Dkan 6. WiTTKB San FVancisoo 

Blyth, TTitter & Co. 

R. H. MouiiTON Los Angeles 

R. H. Moulton & Co. 

6. C. Stkphxnb San Francisco 

Stephens & Company 

J. E. Jardins Los Angeles 

William R. Staats Co. 

H. S. Boons San Francisco 

Natbnal City Company 

Lkbot T. Rtons San Francisco 

Ryone & Co. 

RoBKBT £. HuNTBB Los Angeles 

Hunter, Dulin & Co. 

J. W. Edionbon San Francisco 

William R. Staats Co. 

CENTRAL STATES GROUP 

EuGEiaB M. Stevsns, Chairman Chicago 

Illinois Trust & Savings Bank 
Frank McNaib, Ftoe Chairman Chicago 

Harris Trust & Savings Bank 
John A. Stbvxn80N» Seeretary-Treaturer Chicago 

Stevenson Bros. & Perry, Inc. 

J. H. Dagoett Milwaukee 

Marshall & Rsley Bank 

W.T.Bacon Chicago 

Northern Ttust Company 

C. W. SxuiEi Chicago 

Halsey, Stuart & Co., Inc. 

«87 
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G. C. FoRBBT, Jr Indimnrnpolis 

Fletcher Americui Company 
PBiup R. Clabxb Chicago 

Federal Securities Corporation 
JoHH J. Enqubb Chicago 

William R. CompUm Company 

EASTERN PENNSYLVANIA GROUP 

E. T. SrofnBBUBT, Honorarjf Chairman Philadelphia 

Dreiel&Co. 

Thomas S. Gatkb, CAotmum Philaddphia 

Drezel IeCo. 

HowABD F. Hasuskll, Jr., Vice Ckainnan PhiladdphiR 

Redmond & Co. 

Richard £. Norton, Vice Chairman Philadelphia 

W. H. Newbold's Son & Co. 

Charles P. Stokrs* SecretaTy-TreanKrer Philaddphia 

Janney & Co. 

J. Crosby Brown Philadelphia 

Brown Brothers & Co. 

Robert K. Cabsatt Philadelphia 

Cassatt & Co. 

Clarence L. Harper Philaddphia 

Harper & Turner 

John J. Henderson Philadelphia 

Newfourger, Henderson & Lodb 

Caspar W. Morris Philadelphia 

Elkins, Morris k Co. 

Albert L. Smith Philaddphia 

Edward B. Smith & Co. 

T. Duncan Whelen Philadelphia 

Townaend Whelen k Co. 

MICHIGAN GROUP 

J. W. Watung, Chairman Detroit 

Watling» Lerchen & Co. 
C. H. MooRB, Vice Chairman Detroit 

Union Trust Company 

DtTNGAN McNabb, Secretorff-Treasurer Detroit 

Keane, Higbie & Co. 
McP&ERSON Brownino Detroit 

Detroit Trust Company 
Frank D. Nicol Detroit 

Nicol, Ford & Co., Inc. 
Julian H. Harris Detroit 

Harris, Small & Lawson 
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D. D. Douglas Detroit 

First National Company 

WahbknH. Snow GnmdRapidi 

Howe, Snow & Bertles, Inc. 

E. F. Pkbkinb Gtand Rapids 

Perkins, Everett & Geistert 

MINNESOTA GROUP 

L. E. WAKBTiKLDy Chairman Minneapolis 

Wells-Dicki^ Co. 

C. O. Kalman, Vice Chairman St Paul 

Kalman, Wood & Co. 

E. J. Kennsdt, Seeretaqf-Treanarer Diiluth 

First National Bank 

Heitrt D. Thrall Minne^iolis 

Minnesota Loan & Trust Co. 

A. A. Gbeenman St. Paul 

Northwestern Trust Company 

MISSISSIPPI VALLEY GROUP 

D. R. Francis, Jr., Chairman St. Louis 

Francis, Bro. & Co. 

Thos. N. Dtsart, Vice Chairman St. Louis 

William R. Compton Company 

Tom K. Smith, Seeretarif'Treaiurer St Louis 

Kauffman-Smith-Emert & Co., Inc. 

J. Hugh Powkrs St Louis 

Mercantile Trust Company 

Harrt F. Snx St. Loms 

Stiz k Co. 

L. J. NicoLAUS St. Louis 

Stifel-Nicolaus Investment Company 

E. J. CosTiGAN St. Louis 

Whitaker & Co. 

W.H. BixsT St Louis 

G. H. Walker & Co. 

E. J. Heitzmkro Nashville 

Caldwell & Co. 

NEW ENGLAND GROUP 

PiiiNT JswRLL, Chairman Boston 

Coffin & Burr, Inc. 

T. T. Whitnrt, Jr., Ffcs CAotrman Boston 

Stone k Webster, Inc. 
Arthxtr Prrrt, Jr.* Secretaff-Treaturer Boston 

Arthur Perry k Co. 
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J. BsTKB PortibmL Me. 

Beyer &SiiiaD 

JosBPB J. BoDXLL I^vrndoioe 

BodfillfcCo. 

Tbos. B. Ganksr Borton 

FukiiiMii fc Burr 

G. P. Gabdmvb, Jb. BosUm 

Jadcioii & Cmtis 

EdoabC. RuBT Boftoo 

E. H. BoDias & Sons 

S. HowABD MAwrof Boston 

Estabiwdc & Co. 

NEW ORLEANS GROUP 

C. B. Tbobn, CAofrmon NewOrkans 

Intentate Trust & Banking Co. 

Wauobb V. Habtst, Vies Chairman Sew Orleans 

Canal-Conunercial T^nst & Savings Bank 

John Dans, Sserrtaiy- r re M i i rgr New Orieans 

Marine Bank & TVust Cooqiany 

R. S. Hbcht New Orleans 

Hibemia Securities Co.* Inc. 

GaofBOB WnxiAMB New Orleans 

Watson, Williams & Co. 

Jno. L. Coutdbdbb New Orleans 

Whitney-Central Trust k Savings Bank 

NEW YORK GROUP 

AsTHUB SiNGLAiBt Jb., Chairman New York 

Estabrook & Co. 

Clabxbon Pottbb, F«00 Chairman New York 

William R. Compton Company 

Fbamk L. ScHBmr* Smreiarff'Treaiurer New York 

Herrick & Bennett 

G. Hkrman Kmm u u r f New York 

SjBsel, iCnnicutt h Co. 

Bat Mobbib New York 

Brown Brothers & Co. 

Tbowsbidgb Caliawat New York 

Callaway, Fish k Co. 

Evebbit B, Swbbzt New York 

First National Bank 

Rqbt. Malu>bt, Jb. New York 

Spencer Trask & Co. 

Gbo. DbB. Gbben New York 

W. A. Harriman & Co.. Inc. 
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NORTHERN OHIO GROUP 

T. T. yfmrm. Chairman devebmd 

Cleveland Trust Company 

E. 6. TiLLaTBON, Vice Chairman Clevelaad 

TiDotton & Woloott Co. 

£. S. Hakbon, Secntarif'Tfeaturer Cleveland 

Central National Bank Savings k Trnat Co. 

D.W. Mtxbb Cleveland 

Hayden, MiDer k Co. 

S.H.Hofv Toledo 

Ohio Savings Bank k Trust Co. 

OmO VALLEY GROUP 

Edgar YsamDUMDMBf Chairman Cincinnati 

Edgar fViedlander 

John J. Rows, Vice Chairman Cincinnati 

First National Bank 

JofHN E. RoTB, SeenUKry-Treamrer Cincinnati 

Weil, Roth k Co. 

W. D.Bbbxd Cincinnati 

Breed, Elliott k Harrison 

J. R. Edwabdb Cincinnati 

Fif th-Third National Bank 

B. W. Lauson Cincinnati 

Richards, Parish k Lamson 

R.W. Latun Columbus 

City National Bank 

P. C. Swing Cincinnati 

W. E. Hutton k Co. 

N. S.TALBOTT Dayton 

N. S. Talbott Company 

PACIFIC NORTHWEST GROUP 

Frank C. Paink, Chairman Spokane 

Union Trust Company 
WnxiB K. Clark, Vice Chairman Portland 

Ladd k Tilton Bank 

R. H. ICacMicbaxl, Vice Chairman Seattle 

Dexter Horton National Bank 
DiRTRicH 6. ScHMiTZ, Secretarp-Treasurer Seattle 

Union National Bank 

JoxlE. Fbbiub Spokane 

Ferris k Hardgrove 
Andrew Price Seattle 

John E. Price k Co. 
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BOCKY MOUNTAIN GROUP 

Abxhub H. Bobwobth, Chairman Denver 

Bosworth, Chanute & Co. 

J. Waiakb Htsb, Vice Chairwum Denver 

Inteniatioiial Tnut Company 
Will H. Wade, Secretarp'Treattsfw Denver 

Will H. Wade Company 

RiCHABD M. Day Denver 

Van Riper, Day k Co. 
Chables T. Sidlo Denver 

Sidlo, Simon, Fda & Co. 

SOUTHEASTERN GROUP 

HoBATio L. WmmiooE, Ckairman Baltimore 

J. S. Wilson, Jr. & Co. 

GaoBOB C. Colbton, Vice Chairman Baltimore 

Colston & Co. 

Eujcxyn H. Wobthtngton, Seerdarjf'Trwuurer Baltimore 

W. W. Lanahan & Co. 

EuosNB £. Thomfbon Washington 

Crane, Parris k Co. 

W. C. Wabdlaw AtlanU 

Trust Company of Georgia 

M. H. Wilub Winston-Salem 

Wachovia Bank & Trust Co. 

John G. Bbogdbn Baltimore 

Strother, Brogden*'& Co. 

SOUTHWESTERN GROUP 

John A. PBbboott, Chairman Kansas City 

IVesoott & Snider 

Gbobob E. Pobteb, Vice Chairman St. Josq>h 

Ford k Porter 

M. K. Bakkb, Seeretaqf-Treamrer Kansas City 

Guaranty Trust Company of Kansas City 

Rebd C. Pbtkbb Omaha 

Peters Trust Company 

C. C. Robebts (Ndahoma City 

American National Bank 

H. P. Wbioht Kansas City 

H. P. Wright Investment Co. 

SiOMUND Stebn Kansas City 

Stem Brothers & Co. 
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WESTERN PENNSYLVANU GROUP 

H. C. McEiiDOWNXT, Chairman Pittabiirgh 

Union Trust Company 

John G. Lton, Vice Chairman Pittsburgh 

Lyon, Singer & Co. 

Easmn Cam, Seeretafjf'Treaiurer Pittsburgh 

Mellon National Bank 

John W. MacGbbgob Pittsburg^ 

Glover U MacGregor 

RoBKBT R. Gordon Pittsburgh 

Gordon fc Co. 

JosBPH H. HouOB Pittsburgh 

J. H. Hofanes fc Co. 

Baibd MncHXLL Wheding 

Mitchell k Steyenson, Inc. 

A. G. Wnuui Pittsburgh 

Wells, Deane fc Singer 

H. E. Andbbbon Pittsburgh 

CaUaway, Fish ft Co. 
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AKRON, Omo 

^Borton & Borton 89 Main St. 

ALBANY, N. Y. 
♦Trask & Co., Spencer 74 Chapel St. 

ALLENTOWN, PA. 

^McClure, Smith & Co., Inc Colonial Theater Bldg. 

ATLANTA, GA. 

Robinson-Humphiey Company 

Citizens & Southern Bank Bldg. 

Trust Company of Georgia 58 N. Pryor St. 

AURORA, ILL. 

Armstrong Co., W. W 18 Fox St. 

BALTIMORE, MD. 

Atlantic Trust Company 17 South St. 

Baker, Watts & Co Calvert & Redwood Sts. 

Baltimore Trust Company £5 E. Baltimore St. 

Barroll, Corkran & Co Stock Exchange Bldg. 

Brown & Sons, Alexander .... 185 E. Baltimore St. 

Cahn & Co., Frank B 7 St. Paul St. 

'*'Cassatt & Co 285 E. Redwood St. 

Colston & Co 8 N. Calvert St. 

Continental Company .... Continental Trust Bldg. 

Daly & Co., Owen 28 South St. 

*Dillon, Read & Co Garrett Bldg. 

Equitable Trust Company .... Calvert & Fayette Sts. 

Fidelity Securities Corporation Fiddity Bldg. 

Fisher & Sons, J. Harmanus 7 South St. 

Frank, Rosenburg & Co 227 E. Redwood St. 

Garrett & Sons, Robert South & Redwood Sts. 

*Hambleton & Co 10 S. Calvert St. 

♦Harris, Forbes & Co 211 E. Redwood St. 

Howard & Co., John D South & Redwood Sts. 

Lanahan & Co., W. W Calvert Bldg. 

^Branch Office. 
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Mackubin, Goodrich & Co Ill E. Redwood St. 

Mercantile Trust & Deposit Co. Calvert & Redwood Sts. 
*MilIer&Co 7 St. Paul St. 

Nelson, Cook & Co Calvert & Redwood Sts. 

*Redmond&Co 19 South St. 

Scott & Son, Townsend 209 E. Fayette St. 

Stein Bros. & Boyce 217 E. Baltimore St. 

Strother, Brogden & Co Calvert & Redwood Sts. 

Union TVust Comi>any of Maryland . Charles & Fayette Sts. 
*Westheimer & Company 211 E. Redwood St. 

Wilson & Co., J. S., Jr Calvert Bldg. 

BANGOR, ME. 
Merrill Trust Company 2 Hammond St. 

BIRMINGHAM, ALA. 
Marx & Co Brown-Marx Bldg. 

BOSTON, MASS. 

^Allyn & Company, A. C. . . 185 Devonshire St. 
^American Express Company 43 Franklin St. 

Baker & Co., Inc., B. J 209 Washington St. 

Baker, Young & Company 50 Congress St. 

Blodget&Co eoSUteSt. 

*Bodell&Co S5 Congress St. 

^Bonbright & Company 55 Congress St. 

Bond & Goodwin SOSUteSt. 

*Brown Brothers & Co 60SUteSt. 

^Byllesby & Company, H. M 14 State St. 

^Chandler, Wabor & Co., Inc 185 Devonshire St. 

Chase & Co 19 Congress St. 

^Childs & Co., Inc., C. F Shawmut Bank Bldg. 

Coffin & Burr, Inc 60 State St. 

Conant & Co., A. B 95 Milk St. 

Curtis & Sanger 88 Congress St. 

Day & Co., R. L 85 Congress St. 

♦Dillon, Read & Co 19 Congress St. 

*Doherty & Company, Henry L 19 Congress St. 

Edmimds Brothers 24 Federal St. 

*Eldredge & Company 78 Water St. 

Estabrook&Co 15 SUte St. 

Femald & Co., Geo. A 19 Milk St. 

♦Goldman, Sachs & Co 60 Congress St. 

♦Guaranty Company of New York .111 Devonshire St. 
♦Halsey, Stuart & Co., Inc Ill Devonshire St. 

Harris, Forbes & Co., Inc 24 Federal St. 

♦Branch OfBoe. 
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♦Hayden, Stone & Co 87 Milk St. 

*Hemphi]l, Noyes & Co 85 Congress St. 

Homblower & Weeks 60 Congress St. 

Jackson & Curtis 19 Congress St. 

Elidder, Peabody & Co 115 Devonshire St. 

Kimball, Russell & Co 50 Congress St. 

♦Leach & Co., Inc., A. B 209 Washmgton St. 

Lee, Higginson & Co 44 State St. 

Marshall & Company, Inc 70 State St. 

Merrill, Oldham & Company 85 Congress St. 

Moors & Cabot Ill Devonshire St. 

Moselev & Co., P. S 50 Congress St. 

Old Colony Trust Company 17 Court St. 

*Paine, Webber & Co 82 Devonshire St. 

Parker & Company, Inc., CD 67 Milk St. 

Parkinson & Burr 58 State St. 

Perry & Co., Arthur 19 Milk St. 

Richardson, Hill & Co 50 Congress St. 

Rollins & Sons, E. H 200 Devonshire St. 

Stone & Webster, Inc 147 Milk St. 

*Trask & Co., Spencer • . . .50 Congress St. 

Tucker, Anthony & Co 58 SUte St. 

Warner & Company, Inc 50 Congress St. 

♦White, Weld & Co Ill Devonshire St. 

Wildes & Co.. Inc., M. H 80SUteSt. 

Wise, Hobbs & Arnold 15 Congress St. 

BUFFALO. N. Y. 

Chambers & Co., Inc., A. L Marine Trust Bldg. 

Fidelity Trust Company 284 Main St. 

O'Brian, Potter & Co.. Inc 215 Main St. 

Steele, John T Fidelity Bldg. 

Victor, Hubbell, Rea & Common .... 614 Ellicott Sq. 

CANTON. OHIO 

United Security Company New Vicary Bldg. 

CHARLESTON, S. C. 
Charleston Security Company 16 Broad St. 

CHARLESTON. W. VA. 

Kanawha Banking & Trust Co. . Capitol St. & Government Sq. 



Ltf* 



CHICAGO. ILL 

Allyn & Company, A. C 71 W. Monroe St. 

American Bond & Mortgage Co. 127 N. Dearborn St. 

^Branch Office. 



AflKficm ExpRw ConpflB^ SS ^. UcBraoiB SI. 

^AiiMS ft Co., A. E Ill W. Monoe 9L 

AoMs, Encfidi ft Co. 196 & La Sdfe Si. 

BiOxodc, Basfalon ft Co. lS7S.LftSdfe 

Bftkcr ft Co., AHml L. 14lS.LftSdfe 

Ihktr, Feotnm k Co. «8S.LASdfeSL 

BftfftleU ft Gordon, Inc. TOW.MonoeSL 

BMtkli, Kni^ ft Co. »S.LnSdleSt. 

Bcdser ft Co., A. G 137 S. Ia Sdle St. 

^Vbir ft Co., Inc 105 S. La Sdfe Si. 

^nodtttftCo 68 W. Monroe St. 

^lyth. Witter ft Co 1£5 S. Ln Sdfe St. 

B<M«er, lIoMer ft Waknum »S.lASdleSt. 

^Bonbrklit ft Conqwiqr, Inc. 209 S. La Sdle St. 

^BondftGoodwin «9S.LnSdkSt. 

Breed, Elliott ft Harrison 105 S. La SaDe St. 

Brewer ft ConqMUiy, P. A. 206 S. La Sdk St. 

Brokaw ft Company 105 S. La SaUe St. 

Bumham ft Co., Inc., John 41S. LaSdkSt. 

^ttrr ft Co., George H 200 S. La SaUe St. 

Bylletbjr ft Co., H. 1£ 206 S. La Sdk St. 

Central Trust Company of minob . . . 125 W. Monroe St. 

Chapman ft Co., Inc., P. W 112 S. La Salle St. 

Chicago Trust Compaq 7 W. Madison St. 

Childs ft Co., Inc., C. F 208 S. La SaDe St. 

^Compton Company, William R. . . . 105 S. La Salle St. 

Contmental and Conmiefcial Securities Co. 208 S. La Salle St. 

Continental and Commercial TVust and Savings Bank 
208 S. La Salle St. 

Corporation Securities Co 200 S. La Salle St. 

^Curtis ft Sanser 129 S. La Salle St. 

Devitt, Tremble ft Co 88 S. Dearborn St. 

DeWolf ft Company, Inc 110 S. Dearborn St. 

*Dillon, Read ft Co 209 S. La SaUe St. 

*Doherty ft Company, Henry L 208 S. La Salle St. 

Emery, Peck & Rockwood 208 S. La SaUe St. 

Federal Securities Corporation . . 88 S. Dearborn St. 

*Fenton, Davis & Boyle 68 W. Monroe St . 

Fidelity Trust & Savings Bank .... 1050 Wilson Ave. 

*First National Company (of Detroit) . . 209 S. La Salle St. 

First Trust & Savinffs Bank 56 W. Monroe St. 

*Fisk & Sons, Inc., Harvey 105 S. La SaUe St. 

Freeman & Co., Walter .... Ill W. Washington St. 

^Goldman, Sachs & Co 137 S. La Salle St. 

Goodwillie & Co 112 W. Adams St. 

Gonell & Company 209 S. La SaUe St. 

*Bnnch Office. 
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Greenebaum Sons Investmeiit Co. . 11 S. La Salle St. 

^Guaranty Company of New York 105 S. La Salle St. 

*Hallgarten & Co 105 S. La Salle St. 

Halsey, Stuart & Co., Inc 209 S. La Salle St. 

^Harriman & Co., Lie, W. A 108 S. La Salle St. 

Harris Trust & Savings Bank . 115 W. Monroe St. 

♦Harris, Winthrop & Co.» 209 S. La Salle St. 

Hill, Joiner & Co 105 S. La Salle St. 

Hitchcock & Co., F. B S9 S. La SaUe St. 

Hoagland, Allum & Co., Inc 14 S. La Salle St. 

♦Hodenpyl, Hardy & Co., Inc S8 S. Dearborn St. 

Holtz & Co., H. T 89 S. La Salle St. 

♦Homblower & Weeks 87 S. La Salle St. 

Howe, Quisenberry & Co., Inc 209 S. La Salle St. 

Illinois Trust & Savings Bank .... 288 S. La Salle St. 

♦Kissel, Kinnicutt & Co 209 S. La Salle St. 

Konsberg & Co., E. T 58 W. Jackson Blvd. 

Lacey S^urities Corporation 882 S. Michigan Ave. 

♦Leach & Co., Inc., A. B 105 S. La Salle St. 

♦Lee, Higginson & Co 209 S. La Salle St. 

Lewis-Dewes & Co Ill W. Monroe St. 

Lobdell & Co., Inc., Edwin L 209 S. La Salle St. 

Marshall Field, Glore, Ward & Co. . . 187 S. La Salle St. 

McNear & Co., C. W 76 W. Monroe St. 

Merchants Loan & Trust Company . 112 W. Adams St. 

♦Merrill, Lynch & Co 29 S. La Salle St. 

Metropolitan Company 208 S. La Salle St. 

Minton, Lampert & Co 29 S. La Salle St. 

MitcheU, Hutchins & Co., Inc 209 S. La Salle St. 

♦Moseley & Co., F. S. ....... 187 S. La Salle St. 

National Bank of the Republic . 89 S. La Salle St. 

National City Bank of Cnicago .... 105 S. Dearborn St. 

♦National City Company 187 S. La Salle St. 

Northern Trust Company 50 S. La Salle St. 

Nuveen & Co., John 88 S. Dearborn St. 

♦Paine, Webber & Co 209 S. La Salle St. 

Peabody, Houghteling & Co., Inc. . 10 S. La Salle St. 

Pearsons-Taft Company 105 S. La Salle St. 

♦Peirce & Company, Cyrus 209 S. La Salle St. 

Peoples Trust & Savings Bank . 80 N. Michigan Ave. 

Powell, Garard & Co 89 S. La Salle St. 

♦Prudden&Co 108 S. La Salle St. 

♦Pynchon&Co 209 S. La Salle St. 

♦Rollins & Sons, E. H Ill W. Jackson Blvd. 

Ross & Company, Inc., Thompson . . Ill W. Monroe St. 

Ross & Co., Inc., Wm. L 108 S. La Salle St. 

^Branch Office. 
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Bu8sell» Brewster & Co 116 W. Adams St. 

^Salomon Bros. & Hutzler 208 S. La Salle St. 

^Second Ward Securities Co 108 S. La Salle St. 

Sfaapker & Company 134 S. La Salle St. 

Sheridan Trust & Savings Bank 4788 Broadway 

Souders & Co., W. G 208 S. La Salle St. 

Speer & Sons Company, H. C. . . *. 88 S. Dearborn St. 

^Spitzer & Co., Sidney 89 S. La Salle St. 

Stacy &Braun 108 S. La Salle St. 

Standflurd Trust & Savings Bank . . . 105 W. Monroe St. 
"^Stanley & Bissell 29 S. La Salle St. 

State Bank of Chicago 185 W. Washington St. 

Stevenson Bros. & Perry, Lie 105 S. La Salle St. 

♦Stone & Webster, Lie 88 S. Dearborn St. 

Straus & Co., Lie, S. W 6 N.Clark St. 

♦Straus Brothers Company 10 S. La Salle St. 

Taylor, Ewart & Co., Lie 105 S. La Salle St. 

♦Trask & Co., Spencer 208 S. La Salle St. 

Union Trust Company 7 S. Dearborn St. 

♦White, Weld & Co 137 S. La Salle St. 

Wilsey & Co., R. E Ill W. Monroe St. 

WoUenberger & Co 105 S. La SaUe St. 

Wyant&Co 108 S. La Salle St. 

CINCINNATI, OHIO 

Atlas National Bank 518 Wahiut St. 

Aub & Co., A. E Union Trust Bldg. 

Ballinger Co., L. R Union Trust Bldg. 

BeazeU & Chatfield Union Central Bldg. 

♦Breed, Elliott & Harrison ...... 320 Walnut St. 

Brighton Bank & Trust Company Harrison & Colerain Aves. 

Central Trust Company 115 E. 4th St. 

Channer & Sawyer Union Trust Bldg. 

♦Compton Company, William R. ... Union Trust Bldg. 

Davies-Bertram Co Mercantile Library Bldg 

♦Dominick & Dominick Wiggins Block 

Field & Co., R. E Union Central Bldg. 

Fifth-Third National Bank 4th & Vine Sts. 

First National Bank 4th & Wahiut Sts. 

Friedlander, Edgar First National Bldg. 

Hutton & Co., W. E First National Bldg. 

Irwin, Ballmann & Co 330 Wahiut St. 

Mayer & Co., J. C 318 Wahiut St. 

♦Otis & Co Fu^t National Bldg. 

Provident Savings Bank & Trust Co. . . 7th & Vine Sts. 

Richards, Parish & Lamson .... Union Central Bldg. 

branch Office. 



mVESTBfENT BANKERS ASSOCIATION OF AMEBICA 30S 



Seasongood & Mayer . 

*Stacy & Braun .... 

^Tillotson & Wolcott Company 
Union Savings Bank & Trust Co 
Weil, Roth & Co. . . . 
Western Bank & Trust Company 
Westheimer & Company . 



. . IngallsBldg. 

Union Central Bldg. 

Union Trust Bldg. 

4th & Wahiut Sts. 

189 E. 4th St. 

12th & Vine Sts. 

. 326WaJnutSt. 



CLEVELAND, OHIO 

^American Bond & Mortgage Co Keith Bldg. 

^Blair & Co., Lie Guardian Bldg. 

Borton & Borton Hanna Bldg. 

Central National Bank Savings & Trust Co. . . Kirby Bldg. 

Cleveland Trust Company Euclid Ave. & E. 0th St. 

Dietz, William 6 Citizens Bldg. 

*Dillon, Bead & Co Citizens Bl<^. 

Guardian Savings & Trust Co 623 Euclid Ave. 

^Harris, Forbes & Co Union Commerce Bldg. 

Hayden, Miller & Company Citizens Bldg. 

Herrick Company Cuyahoga Bldg. 

*Leach & Co., Lie, A. B Guardian Bldg. 

Meacham, Bioland T Guardian Bldg. 

Murch Co., Maynard H Union Nat'l Bank Bldg. 

^National City Company Guardian Bldg. 

Otis & Co 216 Superior Ave. 

^Richards, Parish & Lamson 681 Euclid Ave. 

Saunders Company, T. H Statler Hotel Bldg. 

Stanley & Bissell National City Bldg. 

Tillotson & Wolcott Company Guardian Bldg. 

Union Trust Company .... First National Bank Bldg. 
*United Security Company Leader Bldg. 

Worthington, BeUows & Co Guardian Bldg. 

COLORADO SPRINGS, COLO. 
*Otis & Co 127 E. Pikes Peak Ave. 

COLUMBUS, OHIO 

City National Bank Gay & High Sts. 

Meeker, Claude 8 E. Broad St. 

National Bank of Commerce .... High & Spring Sts. 

Ohio National Bank High & Town Sts. 

♦Otis & Co SpahrBldg. 

DAVENPORT, IOWA 
Bechtel & Co., Geo. M 211 Brady St. 

^Branch Office. 
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DAYTON, OfflO 
Talbott Company, N. S CaUahan Bank Bldg. 

DENVER, COLO. 

Antonides & Company ... U. S. National Bank Bldg. 

Bankers Trust Company 724 ITth St. 

Benwell, Phillips & Company Colorado National Bank Bldg. 

Boettcher, Porter & Co Gas & Electric Bldg. 

Bosworth & Co., Inc., Edwin M 1717 Stout St. 

Bosworth, Chanute & Co 701 17th St. 

Bullock, Calvin .... Colorado National Bank Bldg. 

Gregg, Whitehead & Co First National Bldg. 

International Trust Company . 17th & California Sts. 

*Otis&Co Equiteble Bldg. 

^Rollins & Sons, E. H 17th & California Sts. 

Sidlo, Simons, Pels & Co First National Bldg. 

Van Riper, Day & Co 17th and Curtis Sts. 

Wade Company, Will H. . . . U. S. National Bank Bldg. 

Wilson, Cranmer & Company .... First National Bldg. 

Wright & Company, James N. . . U. S. National Bank Bldg. 

DETROIT, MICH. 

^American Bond & Mortgage Co Farwell Bldg. 

*Bolger, Mosser & Willaman Dime Bank Bldg. 

*Bonbright & Company, Inc Union Trust Bldg. 

Bumpus-Hull & Company Penobscot Bldg. 

*Byllesby & Company, H. M Dime Bank Bl<^. 

'^Childs & Co., C. F Penobscot Bldg. 

Detroit Trust Company Fort & Shelby Sts. 

Federal Bond & Mortgage Co., Inc. Griswold & Cliffoid Sts. 

Fenton, Davis & Boyle 130 W. Congress St. 

First National Company 605 Griswold St. 

♦Hakey, Stuart & Co., Inc Ford Bldg. 

Harris, Small & Lawson 150 W. Congress St. 

^Homblower & Weeks Penobscot Bldg. 

Keane, Higbie & Co 431 Griswold St. 

MacCrone & Company, £. E Penobscot Bldg. 

♦Merrill, Lynch & Co Ford Bldg. 

Moss&Co., W. E Union Trust Bldg. 

Nicol, Ford & Co., Inc Ford Bldg. 

Peoples State Bank Fort & Shelby Sts. 

Security Trust Company 653 Griswold St. 

♦Stacy &Braun Ford Bldg. 

Stockard & Co., Joel Penobscot Bldg. 

♦Straus Brothers Company Farwell Bldg. 

*Bnnch Office. 
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Union Trust Company Union Trust Bldg. 

Watling, Lerchen & Co 168 W. Congress St. 

Whittlesey, McLean & Co Penobscot Bldg. 

DULUTH, MINN. 

American Exchange National Bank dd Ave., W. & Superior St. 
City National Bank .... 2d Ave., W. & Superior St. 
First National Bank of Duluth . . 3d Ave., W. & Superior St. 

Northern National Bank 302 W. Superior St. 

Ray & Co.. Philip L Alworth Bldg. 

ERIE, PA. 
Messenkopf & Company, Charles . Marine Bank Bldg. 

PORT WAYNE, IND. 

Lincoln National Bank 721 Court St. 

*Straus Brothers Company 817 Calhoun St. 

GRAND RAPIDS, MICH. 

*Fenton, Davis & Boyle Michigan Trust Bldg. 

Howe, Snow & Bertles, Inc. Grand Rapids Savings Bank Bldg. 

Kusterer & Co., A. E Michigan Trust Bldg. 

Old National Bank 177 Monroe St. 

Perkins, Everett & Geistert .... Michigan Trust Bldg. 

GREENSBORO, N. C. 
*Henderson-Winder Company . Greensboro Nat'l Bank Bldg. 

HARTFORD, CONN. 
Barnes & Co., Roy T. H 77 Pearl St. 

HOUSTON, TEXAS 
Neuhaus & Company .... Union National Bank Bldg. 

INDIANAPOLIS, IND. 

^Breed, Elliott & Harrison . . 109 N. Pennsylvania St. 

Fletcher American Company Fletcher American Bldg. 

Fletcher Savings & Trust Co Market & Penn Sts. 

Jewett & Company Fletcher Savings & Trust Bldg. 

Sheerin & Co., Thomas D. Fletcher Savings & Trust Bldg. 

JACKSON, TENN. 
Tigrett & Company, I. B. . . . Market & Lafayette Sts. 

JOHNSTOWN, PA. 

♦West & Co Title, Trust & Guarantee Bldg. 

•Branch Office. 



KANSAS Cnr. MO. 



OMomcffCiS X mst CVwiiPMijr . « . . Tcslb ft wiikiii Sis. 
riddftr XatioiMl Bakft Trast Co. . NirtkftWak^Sta. 

Gaf7 & CoaqMuqr, Theodoie T flrp h nf BUg. 

(huumtty Tnwt Compmj of Fiimmi City , tW.ElevaAkSL 

PrciooU ft Snider n8 BdtiBare A^v: 

Stern Brotberv ft Co. lOlS BdtiBiM A^e. 

Wrigbt InrcsUnent Co., R P. .... MS BdtinMve Ave. 



PA- 

nVaitftCo Wooiwnrtli Hds- 

LEXINGTON, KY. 

Secnritr Tnift ConqMUiy MiD ft Short Sts. 

LIGONIER, IND. 
Straus Brothers Company Cavin ft Thiid Sts. 

LINCOLN, NEB. 

Lincohi Trust Company 126 N. 11th St. 

LOS ANGELES, CALIF. 

Aronson ft Company Herman W. Helhnan Bklg. 

Banks, Huntley ft Company 689 S. Spring St. 

Bayly Brothers 626 S. Spring St. 

*Blytb, Witter ft Co Trust ft Savings Bldg. 

*Bond ft Goodwin ft Tucker, Inc. . . Title Insurance Bldg. 

California Bank 8th St. ft Broadway 

California Company 626 S. Spring St. 

*Carstens ft Earles, Inc Title Insurance Bldg. 

Drake, Riley ft Thomas 210 W. 7th St. 

First Securities Company .... Trust ft Savings Bldg. 
*Freeman, Smith ft Camp Co Union Oil Bldg. 

Frick. Martin ft Co 724 S. Spring St. 

•Hogle ft Co., J. A Van Nuys Bldg. 

Hunter, Dulin & Co Van Nuys Bldg. 

Lewis ft Company, M. H. . Citizens National Bank Bldg. 

♦McDonnell ft Co 634 S. Spring St. 

♦Merrill, Lpch & Co Van Nuys Bldg. 

♦Miller ft Company, G. E Van Nuys Bldg. 

Moulton ft Company, R. H. . Title Insurance Bldg. 
♦National City Company of California . 51S W. 6th St. 

♦Peirce & Company, Cyrus 639 S. Spring St. 

Rath Company, Howard G Pacific Mutual Bldg. 

♦Rollins & Sons, E. H Security Bldg. 

^Branch Office. 
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• 

Security Trust & Savings Bank .... 5th & Spring Sts. 

Staats Co., William R 640 S. Spring St. 

^Stephens & Company 521 S. Spring St. 

Stevens, Page & Sterling Van Nuys Bldg. 

LOUISVILLE, KY. 

Hilliard & Son, J. J. B ISO S. Fifth St. 

Louisville National Bank Fifth & Market Sts. 

United States Trust Company .... Fifth & Main Ste. 
Willson & Co., James C 210 S. Fifth St. 

MACON, GA. 
Davis & Co., W. M Georgia Casualty Bldg. 

MADISON, WIS. 

Boyd Company, Joseph M 2 S. Carroll St. 

Central Wisconsin Tnist Co IS. Finckney St. 

MEMPHIS, TENN. 
Bank of Commerce & Trust Co 12 S. Main St. 

MILWAUKEE, WIS. 

*Allyn & Company, A. C. . . . First Wis. Nat'l Bank Bldg. 
*^jnes, Emerich & Co. ... First Wis. Nat'l Bank Bldg. 

Best & Gagg Co 448 Broadway 

♦DeWolf & CDmpany, Inc 97 Wisconsin St. 

Edgar, Ricker & Co 488 E. Water St. 

*Emery, Peck & Rockwood Railway Exchange. 

First Wisconsin Company 407 E. Water St. 

Fox & Co., Morris F 437 E. Water St. 

Grossman, Lewis & Co 425 E. Water St. 

*Halsey, Stuart & Co., Inc Railway Exchange 

Marshall & nsley Bank 415 E. Water St. 

National Bank of Commerce 105 Wells St. 

^Pynchon & Co. 361 Broadway 

Quarles & Co., Henry C Trust Company Bldg. 

Second Ward Securities Co Third & Cedar Sts. 

MINNEAPOLIS, MINN. 

*Byllesby & Company, H. M McKnight Bldg. 

Drake-Ballard Company Palace Bldg. 

Eastman Co., William W Security Bldg. 

^Kalman, Wood & Co : • • McXni^ht Bldg. 

Lane, Piper & Jaffray, Inc. . First Nat'l Soo Lme Bldg. 

Lowe Co., Inc., Justus F McKnight Bldg. 

Minneapolis National Bank .... Nicollet at Lake St. 

^Branch Office. 



Minoeiqiolii Trust CoaqMuqr 115 £L Fiflk St. 

MioiMSoU Loan k Trust Co 405 Mnqoette Ave. 

Northland Securities Company SerarityBldg. 

^aine, Webber ft Co McKm^ Bldg. 

Wefls-Dickey Co McKni^Bldg. 

MONTREAL, QUEBEC 

Aldred fc Co., Ltd Soyal Thist BMg. 

^Ames k Co., A. E Tran^MHtation BMg. 

dominion Securities Corporation, Ltd. . . Canada Life Bldg. 

Greenshields & Co 17 St. John St. 

Varvis k Co., Ltd., Aemilius .... Transportation Bldg. 
*Wood, Gundy k Company 157 St. James St. 

NASHVILLE, TENN. 
Caldwell & Co 214 Union St. 

NEWARK, N. J. 

Fidelity Union Trust Company 755 Broad St. 

♦White & Co., Inc., J. G 786 Broad St. 

NEW BEDFORD, MASS. 
rrucker, Anthony & Co 557 Pleasant St. 

NEW ORLEANS, LA. 

Canal*Commercial Trust k Savings Bank 

Carondelet & Common Sts. 

♦Compton Company, William R. Hibemia Bank Bldg. 

Hiberaia Secunties Company, Inc. . Hibemia Bank Bldg. 

Interstate Trust & Bankmg Co Camp & Canal Sts. 

Marine Bank & Trust Co 219 Carondelet St. 

Mortgage k Securities Company . Camp & Canal Sts. 

Newman & Sons, M. W Carondelet Bldg. 

Securities Sales Company of Louisiana, Inc. Carondelet Bldg. 

Stanton & Co., Lewis H 82£ Common St. 

Sutherlin-Barry k Co., Inc Hibemia Bank Bldg. 

Watson, Williams & Co 830 Common St. 

Wheeler & Woolfolk 712 Common St. 

Whitney-Central Tmst & Savings Bank 

St. Charles & Gravier Sts. 

NEW YORK CITY 

Aldred & Company 42 Wall St. 

♦American Bond & Mortgage Co 562 Fifth Ave. 

American Express Company 65 Broadway 

♦Ames k Co., A. E 74 Broadway 

^Branch Office. 
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*Ames, Emerich & Co Ill Broadway 

Bainbridge & Ryan 100 Broadway 

Bankers Trust Company 16 Wall St. 

Barney & Co., Chas. D 15 Broad St. 

Barr Brothers & Co 14 Wall St. 

Barstow & Co., Inc., W. S 50 Pine St. 

*Becker & Co., A. G Ill Broadway 

Berdell Brothers Ill Broadway 

Bertron, Griscom & Co., Inc 40 Wall St. 

Bickmore & Co., A. H Ill Broadway 

Bigelow & Company 25 Pine St. 

Blair & Co., Inc 24 Broad St. 

*Blodget&Co S4 Pine St. 

♦Blyth, Witter & Co 61 Broadway 

*Bodell&Co 115 Broadway 

Bonbright & Company, Inc 25 Nassau St. 

*Bond & Groodwin 65 Broadway 

♦Bosworth & Co., Inc., Edwin M 1 Wall St. 

Brown Brothers & Co 59 Wall St. 

Burr & Co., George H 120 Broadway 

*ByUesby & Co., H. M Ill Broadway 

Byrne & Co., J. M 60 Broadway 

Callaway, Pish & Co 37 Wall St. 

*Cassatt & Co 5 Nassau St. 

Chamberlain & Co., Inc., Lawrence 115 Broadway 

^Chapman & Co., Inc., P. W 115 Broadway 

Chase Securities Corporation 61 Broadway 

Chatham & Phenix National Bank .... 149 Broadway 

Chauncey, Hayes & Lord 25 Broad St. 

*Childs & Co., Inc., C. F 120 Broadway 

Clark, Dodge & Co 51 WaU St. 

*Coffin & Burr, Inc. 61 Broadway 

Coffin & Company 34 Pine St. 

Colgate & Cox Ill Broadway 

^Compton Company, William R 14 Wall St. 

Converse & Co., A. D 68 William St. 

Com Exchange Bank 13 William St. 

♦Curtis & Sanger 49 WaU St. 

Dillon, Read & Co 28 Nassau St. 

Doherty & Company, Henry L 60 Wall St. 

Dominick & Dominick 115 Broadway 

Eastman, Dillon & Co 71 Broadway 

♦Edwards & Sons, A. G 38 Wall St. 

Eldredge & Company 7 Wall St. 

Electric Bond & Share Company 71 Broadway 

Equitable Trust Company of New York . . . 37 Wall St. 

branch Office. 
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United States Mortgage & Trust Co 55 Cedar St. 

Walbrid^ & Co., H. D 14 WaU St. 

Watkins & Company 7 Wall St. 

*Wefl, Both&Co 115 Broadway 

^Weissrafluh & Co 10 Wall St. 

White & Co., Inc., J. 6 STWaHSt. 

White. Weld & Co 14 Wall St. 

WilUams & Company, Clark 160 Broadway 

Winslow, Lanier & Co 59 Cedar St. 

Wood, Gundy & Co., Inc 14 Wall St. 

Wood« Struthers & Co 5 Nassau St. 

Zimmermann & Forshay 170 Broadway 

OAKLAND, CALIF. 

Cavalier & Company, Wm. . . Krat National Bank Bldg. 

^Shingle, Brown & Company Syndicate Bldg. 

Tanner & Company, Ernest S. . . First Savings Bank Bldg. 

OGDEN, UTAH 
*Hogle & Co., J. A EcdesBldg. 

OKLAHOMA CITY, OKLA. 

American National Bank .... American National Bldg. 

Brooks, W. A First National Bldg. 

Edwards, R. J First National Bldg. 

Gilbert, George I Insurance Bldg. 

Honnold, C. Edgar Fira^ National Bldg. 

McMahan, A. J Insurance Bldg. 

OMAHA, NEB. 

^Brown-Crununer Company .... First Nat'l Bank Bldg- 
First Trust Company of Omaha . First Nat'l Bank Bldg. 
Omaha Trust Company . Seventeenth & Famam Sts. 
Peters Trust Company Famam & Seventeenth Sts. 
United Stotes Trust Company 1612 Famam St. 

OTTAWA, QUEBEC 

^Greenshields & Co Central Chambers 

PASADENA, CALIF. 

*Drake, Riley & Thomas 16 S. Raymond Ave. 

*Hunter, Dulin & Co 210 E. Colorado St. 

*Staats Co., William R 65 S. Raymond Ave. 

PATERSON, N. J. 

♦White & Co., Inc., J. G 152 Market St. 

*Branch Office. 
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PHILADELPHIA, PA. 

^American Express Company 143 S. Broad St. 

*Baker, Young & Company Land Title Bldg. 

Barclay, Moore & Co Real Estate Trust Bldg. 

*Bamey & Co.. Chas. D 1428 Walnut St. 

Battles & Company 131 S. Fifth St. 

*Bertron, Griscom & Co., Inc Land Title Bldg. 

Biddle & Co., Thomas A 424 Chestnut St. 

Biddle&Heniy 104 S. Fifth St. 

Boles & Westwood Land Title Bldg. 

*Bonbright & Company, Inc 437 Chestnut St. 

♦Bond & Goodwin 104 S. Fourth St. 

Brooke, Stokes & Co 140 S. Fifteenth St, 

♦Brown Brothers & Co Fourth & Chestnut Sts. 

Cassatt & Co Commercial Trust Bldg. 

Chandler & Company, Inc Franklin Bank Bldg. 

Clark & Co., E. W 321 Chestnut St. 

♦Converse & Co., A. D Commercial Trust Bldg. 

♦Dillon, Read & Co 1421 Chestnut St. 

♦Doherty & Company, Henry L Morris Bldg. 

Drexel & Company Fifth & Chestnut Sts. 

Elkins, Morris & Co Land Title Bldg. 

♦Fisk'& Sons, Inc., Harvey Land Title Bldg. 

Freeman & Co., M. M 421 Chestnut St. 

Geist Co., C. H 215 S. Broad St. 

♦Goldman, Sachs & Co 421 Chestnut St. 

Graham, Parsons & Co 435 Chestnut St. 

♦Guaranty Company of New York .... 421 Chestnut St. 
♦Halsey, Stuart & Co., Inc 100 S. Broad St. 

Harper & Turner Stock Exchange Bldg. 

♦Harriman & Co., Inc., W. A Drexel Bldg. 

Harrison & Co 106 S. Fourth St. 

♦Harris, Forbes & Co Widener Bldg. 

Harrison. Smith & Co 121 S. Fifth St. 

♦Hemphill, Noyes & Co Franklin Bank Bldg. 

Investment Begistry of America, Inc., . . 608 Chestnut St. 

Janney & Co 133 S. Fourth St. 

♦Leach & Co., Inc., A. B 115 S. Fourth St. 

Morgan & Co., Reed A West End Trust Bldg. 

♦National City Company 1421 Chestnut St. 

Newbold's Son & Co., W. H 511 Chestnut St. 

Newburger, Henderson & Loeb .... 1410 Chestnut St. 
♦Paine, Webber & Co 1422 S. Penn Sq. 

Parsly Bros. & Co 1421 Chestnut St. 

Paul & Co 1421 Chestnut St. 

Peirce & Co., Frederick 1421 Chestnut St. 

^Branch Office. ^ 
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*Redmond & Co Broad & Sansom Sts. 

Reilly, Brock & Co 806 Chestnut St. 

^Rollins & Sons, E. H 1421 Chestnut St. 

Smith & Co., Edward B 1411 Chestnut St. 

Stroud & Co., Inc 1429 Walnut St. 

Thayer, Baker & Co Commercial Trust Bldg. 

West & Co 1511 Wahiut St. 

Whelen & Co., Townsend 505 Chestnut St. 

Wistar, Carter & Co North American Bldg. 

Wurts, Dulles & Co 1416 Chestnut St. 

PITTSBURGH, PA. 

Applegate, Geo. G Commonwealth Bldg. 

*Blair & Co., Inc Standard life Bldg. 

*Cassatt&Co Union Bank Bldg. 

*Childs & Co., Inc., C. F Keystone Bank Bldg. 

Colonial Trust Company 317 Fourth Ave. 

*Dillon, Read & Co Union Bank Bldg. 

Glover & MacGregor 345 Fourth Ave. 

Grordon & Co Union Bank Bldg. 

*Graham, Parsons & Co Peoples Bldg. 

♦Guaranty Company of New York Oliver Bldg. 

♦Harris, Forbes & Co Commonwealth Bldg. 

Hill, Wright & Frew Union Arcade Bldg. 

♦Holmes & Co., J. H Union Bank Bldg. 

♦Lee, Higginson & Co Commonwealth Bldg. 

Mellon National Bank 514 Smithfield St. 

Moore, Leonard & Lynch Frick Bldg. 

Peoples Savings & Trust Company . . Fourth & Wood Sts. 
♦Redmond & Co Union Arcade Bldg. 

Stout & Company Union Bank Bldg. 

Union Trust Company 337 Fourth Ave. 

Wells, Deane & Singer Commonwealth Bldg. 

POCATELLO, IDAHO 

♦Hogle & Co., W. A 180 S. Arthur St, 

PORTLAND, ME. 

Beyer & Small 208 Middle St. 

Bird & Co., Maynard S 120 Exchange St. 

Gilman & Co., Chas. H. ...'.... 186 Middle St. 

Hammons & Co., W. S 120 Exchange St. 

♦Homblower & Weeks 78 Exchange St. 

♦Lee, Higgmson & Co 184 Middle St. 

Payson & Co., H. M 93 Exchange St. 

^Branch Office. 
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PORTLAND, ORE. 

♦Blyth, Witter & Co Yeon Bldg. 

"^Bond & Goodwin & Tucker, Inc. . U. S. National Bank Bldg. 

Clark, KendaU & Co., Inc Fifth & Stark Sts. 

Devereaux & Co., E. L • ^'^ Sixth St. 

Freeman, Smith & Camp Co Fifth & Stark Sts. 

♦Jordan-Wentworth & Co. . . . Railway Exchange Bldg. 

Ladd & Tilton Bank Third & Washington Sts. 

Lumbermens Trust Company Broadway & Oak St. 

Miller & Co., 6. E Northwestern Bank Bldg. 

^National City Company of California .... Yeon Bldg. 
*Peirce & Company, Cyrus Wilcox Bldg. 

Robertson & Ewing Northwestern Bank Bldg. 

♦Rollms & Sons, E. H Lewis Bldg. 

Schneeloch Co., Ralph Lumbermens Bldg. 

Security Savings & Trust Company Fifth & Stark Sts. 

Western Bond & Mortgage Co 80 Fourth St. 

PROVTOENCE, R. I. 

Bodell & Co 10 Weybosset St. 

*Estabrook & Co Hospital Trust Bldg. 

*Homblower & Weeks Grosvenor Bldg. 

READING, PA. 
♦Clark & Co., E. W Berks Co. Tr. Bldg. 

RICHMOND, VA. 

♦Miller & Co 1108 E. Main St. 

Nolting & Co., Frederick E 907 E. Main St. 

ROCHESTER, N. Y. 
♦Chambers & Co., Inc., A. L Cutler Bldg. 

ST. JOSEPH, MO. 
Ford and Porter Eighth & Francis Sts. 

ST. LOUIS, MO. 

Anderson & Co., Lorenzo E 310 N. Eighth St. 

♦Becker & Co., A. G Boatmen's Bank Bldg. 

♦Burr & Co., George H. . . . Third National Bank Bldg. 

♦Caldwell & Co Security Bldg. 

♦Childs & Co., Inc., C. F 506 Olive St. 

Compton Company, WiUiam R. ... 7th & Locust Sts. 

Daly, Seddon Company . Nat'l Bank of Commerce Bldg. 

Edwards & Sons, A. G 412 Olive St. 

First National Company Broadway & Locust St. 

*BraDch Office. 
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FnmcM, Bro. ft Co 214 N. Fourth SL 

Friedman, D'Oench Bond Co 507 Locust SL 

^alsey, Stuart ft Co., Inc. Security BMg. 

Kauff man-Smith-Emert ft Co., Inc. . . . Security BMg. 

Knifht, Gamble ft Goddaid 401 Olive St. 

Lafayette-South Side Bank . . Bioadway ft Lafayette Ave. 
^Leach ft Co., Inc., A. B Secmity Bldg. 

Liberty Central Trust Company . Broadway ft Olive St. 

Little, Vardaman ft Bitting, Inc 408 OUve St. 

Love, Van Riper ft Co 418 Olive St. 

Mercantile Trust Company 721 Locust St. 

Mississippi Valley Trust Company . . . Fourth ft Hue Sts. 

National Bank of Commerce . . . Broadway ft Olive St. 
^Nickerson, John, Jr 314 N. Broadway 

Potter, Kauffman ft Co 511 Locust St. 

^Prudden ft Co 509 Olive St. 

Beinholdt ft Company Boatmen's Bank Bldg. 

Smith, Moore ft Co 509 Olive St. 

Steinberg ft Co., Mark C 300 Broadway 

Stifel-Nicolaus Investment Company 314 N. Broadway 

Stix ft Co 509 Olive St. 

Theis ft Diestelkamp Inv. Co La Salle Bldg. 

Thomson ft Co., Inc., Lewis W Security Bldg. 

Walker ft Co., G. H Broadway ft Locust St. 

WhitakcrftCo 300 N. Fourth St. 

ST. PAUL, MINN. 

Capital Trust ft Savings Bank . . . Fifth ft Roberts Sts. 
^Eastman Co., William W Pioneer Bldg. 

Gates, White ft Co Fourth ft Robert Sts. 

Kalman, Wood & Co Endicott Bldg. 

*Lane, Piper & Jaffray, Inc. . Merchants National Bank Bldg. 

Merchants Trust & Savings Bank 
Merchants National Bank Bldg. 

Northwestern Trust Company 344 Jackson St. 

*Wells-Dickey Co 136 Endicott Arcade 

Wight-Phinney Co 93 E. Fourth St. 

SALT LAKE CITY, UTAH 

Hogle & Co., J. A 169 Main St. 

Palmer Bond & Mortgage Co Walker Bank Bldg. 

SAN ANTONIO, TEXAS 
Jarratt & Co., J. E Bedell Bldg. 

SAN DIEGO, CALIF. 
Stephens ft Company Union Bldg. 

^Branch Office. 
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SAN FRANCISCO, CAUF. 

Anglo London Paris Company 1 Sansome St. 

Bank of California, N. B. A 400 California St. 

Bank of Italy 4 Montgomery St. 

♦Becker & Co., A. G First National Bldg. 

*Blair & Co., Inc 483 California St. 

Blyth, Witter & Co Merchants Exchange Bldg. 

Bond & Goodwin & Tucker, Inc. 
American National Bank Bldg. 

Bradford, Kimball & Co Insurance Exchange Bldg. 

Brown & Co., F. M First National Bldg. 

♦Burr & Co., George H Kohl Bldg. 

♦Carstens & Earles, Inc Montgomery & Pine Sta. 

♦Cavalier & Company, Wm. . . Insurance Exchange Bldg. 
♦Freeman, Smith & Camp Co. First National Bldg. 

♦Hunter, Dulin & Co. . American National Bank Bldg. 
♦McDonnell & Co 385 Montgomery St. 

Mercantile Trust Company 464 California St. 

♦Miller & Company, G. E 105 Montgomery St. 

♦Moulton & Company, R. H. . American National Bank Bldg. 

National City Company of California . 424 California St. 

Peirce & Company, Cyrus 433 California St. 

Pinckard, Shaughnessy & Anderson 345 Montgomery St. 

♦Rollins & Sons, E. H 300 Montgomery St. 

Ryone & Co 405 Montgomery St. 

Schwabacher & Co .665 Market St. 

Shingle, Brown & Company . . California & Sansome Sts. 

♦Staats Co., William R 155 Montgomery St. 

♦Stephens & Company 65 Sutter St. 

Strassburger & Company .... 133 Montgomery St. 
♦Straus & Co., Inc., S. W. . . . Crocker Nat'l Bank JSldg. 

Sutro & Co 410 Montgomery St. 

SAVANNAH, GA. 
Citizens & Southern Company 22 Bull St. 

SCRANTON, PA. 

Brooks & Co., J. H 423 Spruce St. 

♦Cassatt & Co Traders National Bank Bldg. 

Weissenfluh & Co Mears Bldg. 

SEATTLE, WASH. 

♦Blyth, Witter & Co 808 Second Ave. 

♦Bond & Goodwin & Tucker, Inc Hoge Bldg. 

♦Burr & Co., George H Hoge Bldg. 

Carstens & Earles, Inc Lowman Bldg. 

*Branch Office. 



COMMITTEES— 1921-1922 



BUSINESS PRACTICE 

William 6. Baker, Jr.» Baker, Watts & Co.» Baltimore, Chairman. 
Wairen S. Hayden, Hayden, Miller & Co., Geveland. 
Eugene M. Stevens, Illinois Trust & Savings Bank, Chicago. 
N. Penrose HaUowell, Lee, Higginson & Co., Boston. 

CONSTITUTION AND BY-LAWS 

Thomas S. Gates, Drezel & Co., Philadelphia, Chairman. 

Thomas B. Gannett, Parkinson & Burr, Boston. 

John A. Pjrescott, Ftescott & Snider, Kansas City. 

E. G. TiDotson, Tillotson & Wolcott Company, Cleveland. 

EDUCATION 

Lawrence Chamberlain, I^wrence Chamberlain & Co., Inc., New York, Chairman. 
J. Dugald White, J. G. White & Co., Inc., New York. 
Philip B. Fisher, Brooke, Stokes & Co., Philadelphia. 

FINANCE 

Joseph A. Rushton, Babcock, Rushton & Co., Chicago, Chairman. 

W. T. Bacon, Northern Trust Company, Chicago. 

George F. flardie. Merchants Loan & Trust Company, Chicago. 

Frank M. Gordon, First Trust & Savings Bank, Chicago. 

Walter S. Brewster, Russell, Brewster & Co., Chicago. 

S. W. White, National Bank of the Republic, Chicago. 

FOREIGN SECURITIES 

Albert H. Wiggin, Chase Securities Coiporation, New York, Chairman. 

Charles H. Sabin, Guaranty Company of New York, New York. 

Mortimer L. Schiff, Kuhn, Loeb & Co., New York. 

Moreau Delano, Brown Brothers & Co., New York. 

Allen B. Forbes, Harris, Forbes & Co., New York. 

Alvin W. Krech, Equitable Trust Company, New York. 

Charles E. Mitchell, National City Company, New York. ^ 

C. S. Sargent, Jr., Kidder, Peabody k Co., New York. 

Seward Phisser, Bankers Trust Company, New York. 

Clarence Dillon, Dillon, Read & Co., New York. 

H. L. Stuart, Halsey, Stuart & Co., Inc., Chicago. 

Lewis H. Parsons, Graham, Parsons & Co., Philadelphia. 

Thos. W. Lamont, J. P. Blorgan & Co., New York. 

H. C. McEldowney, Union Trust Company, Pittsburgh. 

Herbert Fleishhacker, Anglo London Paris Company, San Francisco. 

821 
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FRAUDl]LENT ADVBBTISIN6 

Jamei C. FenhageOt Bobcrt Gairctt h Soot, BahbnoK, Chftinnin. 
Jod E. Ferris, Fenis k Haidgrove, Spokane. 
John P. Bmt, HamUetoD & Co., Baltimoce. 

B. F. Pope, Blodget h Co., New Yoric 
H. B. Mulford, Ames, Emeridi & Co., Chicago. 

GOVERNMENT BOND 

J. R. Edwaida, Ftfth-Third National Bank, Cincinnati, Chainnan. 
N. Penioae HaUowdl, Lee, Ffiggimion & Co., Boston. 
Qarkaon Potter, William R. Compton Company, New York. 

C. F. Chikla, C. F. Childa & Co., Inc., Chioigo. 
C. J. WaddeD, Diezel & Co., Fhilad^^iia. 
Willis K. Clark, Ladd k Tilton Bank. Portland, Ore. 

INDUSTRIAL SECURITIES 

Howard F. Hanaell, Jr., Redmond & Co., Philadelphia, Chairman. 

Richard M. Day, Van Riper, Day & Co., Denver. 

James 6. Alexander, Central Trust Conqumy of Illinois, Chicago. 

Heman Gifford, Blair & Co., Inc., Chicago. 

Bay Morris, Brown Brothers & Co., New York. 

James Norwell, Lee, EBgginson & Co., Boston. 

Dean G. Witter, Blyth, Witter k Co., San Frandsoo. 

J. Hemdon Smith, Smith, Moore k Co., St. Louis. 

IRRIGATION 

J. W. Harrison, Anglo London Paris Company, San Francisco, 
Edward N. Pearson, Schwabacher k Co., San Francisco. 
Henry Swan. Bankers Trust Company, Denver. 
Ralph H. Schneeloch, Ralph Schnedoch Co., Portland, Ore. 
Robert E. Hunter. Hunter, Dulin k Co., Los Angeles. 
Frank C. Paine. Union Trust Company. Spokane. 

LEGISLATION 

Thomas N. Dysart, Wm. R. Compton Company, St. Louis. Chairman. 

Barrett Wendell. Jr.. Lee. Higginson k Co.. Chicago. 

W. H. Chatfield. Jr.. Beasell k Chatfield, Cincinnati. 

Wm. C. Wardli^. Trust Company of Georgia. Atlanta. 

James C. Willson, James C. Willson k Co.. Louisville. 

H. H. Buskiric. Fletcher American Company. Indianapolis. 

Henry D. Thrall, Minnesota Loan & IVust Co., Minneapolis. 

Eugene E. Thompson, Crane. Parris k Co.. Washington. 

John W. Prentiss. Homblower k Week^. New York. 

R. S. Hecht, Hibemia Securities Co.. Inc.. New Orleans. 

J. A. FhMcr. Dominion Securities Corporation, Ltd.. Toronto. 
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MARINE SECURITIES 

E. G. Tillotflon, TUlotaon & Woloott Co., Clevelaiid, Chainnan. 
Morris K. Fkrker, Equitable Tnst Co., New York. 

B. F. Pope, Blod^t h Co., New York. 

John E. Barber, First Securities Company, Los Angdes. 

John 6. Brogden, Strother, Brogden & Co., Baltimore, Chairman. 

William Ewing, J. P. Morgan & Co., New York. 

S. W. White, National Bank of the Republic, Chicago. 

J. Sheppard Smith, Mississippi Valley Trust Company, St. Louis. 

McPherson Browning, Detroit TVust Company, Detroit. 

MUNICIPAL SECURITIES 

Lyman E. Wakefield, WeUs-Did»y Co., Minneapolis, Chairman. 
A. C. Biese, RobinBon-Hunq>hrey Company, Atlanta. 
R. H. FuUerton, Bankers Trust Company, New York. 
Sidney Spitxer, Sidney Spitier & Co., Toledo. 

F. J. Coombs, A. E. Ames & Co., Toronto. 
Harry E. WeU, WeO, Roth & Co., Cincinnati. 

George W. Pearson, Continental and Commercial Trust and Savings Bank, Chicago. 

R. H. MacMichael, Dexter Hortoh National Bank, Seattle. 

W. O. Chanute, Bosworth, Chanute & Co., Denver. 

E. B. Palmer, Palmer Bond & Mortgage Co., Salt Lake City. 

PUBLICITY 

John W. MacGregor, Glover k MacGregor, Pittsburgh, Chairman. 

Robert L. Stevenson, Jr., Stevenson Bros. & Perry, Inc., Chicago. 

Martin Egan, J. P. Morgan & Co., New York. 

Howard F. Hansell, Jr., Redmond & Co., Philadelphia. 

H. F. Clippinger, Fletcher Savings & Trust Co., Indianapolis. 

Garretson Dulin, Hunter, Dulin & Co., Los Angeles. 

PUBLIC SERVICE SECURITIES 

John A. Ptesoott, Presoott & Snider, Kansas City, Chaurman. 
H. M. Addinsell, Harris, Forbes & Co., New York. 
Philip S. Dalton, CoflSn k Burr, Inc., Boston. 
George K. Reilly, ReiUy, Brock & Co., Philaddphia. 
E. J. Costigan, Whitaker & Co., St. Louis. 
Henry R.. Hayes, Stone & Webster, Inc., New York. 
Cyrus Peirce, Cyrus Peirce & Company, San Frandsco. 
A. C. AUyn, A. C. Allyn & Company, Chicago. 

RAILROAD SECURITIES 

Pierpont V. Davis, National City Company, New York, Chaurman. 
Samuel L. Fuller, Kissel, Kinnicutt & Co., New York. 
Thomas Newhall, Drexel & Co., Philadelphia. 
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W. P. Phillips, J. h W. Sdigman & Co., New York. 

Robert K. Canatt. Caamtt & Co., Philadelpliia. 

F. J. Limian, F. J. T^juman & Co., New York. 

Allen Curtis, Curtis & Sanger, Boston. 

W. T. Bacon, Northern TVust Company* Chicago. 

Benjamin H. Dxbblee, E. H. Bollins & Sons, San Frandsco. 

REAL ESTATE SECURITIES 

Monris F. Fox, Morris F. Fox & Co., Blilwaukee, Chairman. 

A. W. Straus, S. W. Straus & Co., Chicago. 

BlarahaU Field m, Bfarahall Fidd, Glora^ Ward & Co., New York. 

S«ddon E. Kline, Otis & Co., Cleveland. 

Alexander W. Smith, Peabody, Houghteling & Co., Chicago. 

TAXATION 

Eugene E. Thompson, Crane, Parris & Co., Washington, D. C, Chairman. 

Julian H. Harris, Harris, Small & Lawson, Detroit. 

H. A. Dow, Harris IVust & Savings Bank, Chicago. 

Moiris F. Frey, Guaranty Company of New York, New York. 

Tom K. Smith, Kauffman-Smith-Emert & Co., St. Louis. 

Philip C. Swing, W. E. Hutton & Co., Cincinnati. 

Fred. A. Aniold, Wise, Hobbs & Anx>ld, Boston. 

EUioott H. Worthington, W. W. Tjinahan & Co., Baltimore. 



INDEX 



M8 INDEX 

RealEsUte 115 

Serial 72 

Bonus «4, 70 

Bonus Bonds 70 

Bonus, Soldiers 193 

Books, Education 42,57 

Books, Real EsUte Bonds 120 

Brogden, John 6., Report 49 

Browning, McPherson, Report 37 

Bulletin Service 30 

Business Practice Report 179 

By-Law Five Amended 33 

By-Laws 278 

California Convention 31 

California Group 226 

Calif omia Power Act 86,184 

California Resources 14 

Cash Reserve of Utilities 93 

Central Stotes Group 78, 232, 255 

Certificates of Ownership 199 

Chamberlain, Lawrence, Report 57 

City Property Loans 117 

Classification of Securities 102 

Committees, Personnel 321 

Committee Reports: 

Business Practice 179 

Education 57 

Ethics 179 

Finance 39 

Foreign Securities 173 

Fraudulent Advertising 77 

Government Bond 175 

Irrigation Securities 168 

Legislation 202 

Marine Securities 63, 209 

Membership 49 

Municipal Securities 68 

Publicity 145 



INVESTMENT BANKEBS ASSOCIATION OF AMERICA 820 

Public Service Securities 82, 92 

Railroad Securities 52, 58 

Real Estate Securities 115 

Taxation 198 

Uniform Blue Sky Laws 204 

G)ngressional Legislation 84 

Constitution 278 

Constitution Amended SS 

Constitution — Group 281 

Constitutional Conventions 84 

Convention Arrangements 81 

Convertible Bonds 198 

Counsel 81 
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Disclaimer 5 
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